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TIBET’S STRUGGLE AGAINST PEKING 


Peking’s relations with Tibet have. as was to 
be expected, entered upon a period of difficulty 
and delicacy. The younger leaders realise that 
Tibet’s old isolation is ended. They have heard of 
the revival of their brothers in Mongolia and ar2 
ready for reforms and changes. In this they would 
be willing to accept aid from China in much the 
same way as China has received aid from the Soviet 
Union—and not have to suffer a severe blow to their 
spiritual pride while seeking to satisfy more ma- 
terial aims. If there is one thing more than the 
Chinese military occupation of the country they dis- 
like, it is the oppressive policy of the Chinese Com- 
munists to use the Panchen Lama to overthrow the 
traditional system whereby the Dalai Lama is the 
real ruler of the country. To transform a Tibetan 
“Archbishop” like the Panchen Lama into a Prime 
Minister is merely to create a puppet ruler without 
any real claims save the unfortunate title of usurpa- 
tion with the aid.of an alien garrison. Instead of 
consolidating unity thereby they are making almost 
certain it will break. 


It is true that at present Peking is insisting on 
reducing the Dalai Lama on the one hand and elevat- 
ing the Panchen Lama on the other, and so to pro- 
claim their equality on the right and left hands of 
Chairman Mao Tse-tung. That is the way in which 
the inaugural proceedings of the Preparatory Com- 
mittee of the Autonomous Region symbolised the 
situation—a large portrait of Chairman Mao, in the 
heart of Lhasa, flanked by the Dalai and Panchen 
Lamas. And this policy culminated in a demon. 


stration at Shigatse—the seat of the Panchen Lama 
—which can only be regarded as provocative. As 
a means of ensuring greater co-operation on the part 
of the Dalai Lama and all the Tibetan hierarchy 
who are loyal to him’and to the traditions he re- 
presents, the policy is misconceived. The danger 
indeed is that this set policy, and the uprisings 
staged by the martial Goloks and a nationalistic 
body known as the Memang—a party working for 
the most part underground—on the north-east bor- 
der and across the Chinghai highway into Tibet, 
where the entry cf the Chinese Communist troops 
was first resisted, may cause al!-round disaster, 
and produce a crisis much like that faced by Japan 
after she had taken over Manchuria and_ invaded 
China Proper. 


Repressive action taken by the representatives 
of Peking against the traders from Nepal was due 
to the leakage, through Khatmandu. of the news of 
the viclent uprising. The Memang has been the 
subject of Chinese attack for a long time, and pro- 
vided the background for the periodical official 
Chinese warnings about Imperialist agents and 
“Kuominiang spies.” That is the way the Com- 
munists always describe internal opponents. The 
Memang is not a military or terrorist movement but 
a political organisation widely established through 
out Tibet. It aims by counter-propaganda to uphold 
the traditional authority of the Dalai Lama and to 
prevent the moral triumph of the Chinese Com. 
munists. The despatches from Katmandu point out 
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that though personal relations between the Dalai and Pan- 
chen Lamas are friendly, the Chinese efforts to establish 
their equality has been “one of the greatest sources of 
offence’ to Tibetan sentiment. Not only is the Panchen 
Lama’s claim to equal status entirely devoid of legal foanda- 
tion in Tibetan eves, but the present claimant has not yet 
justified his title by passing the tests prescribed to prove 
that he is the true reincarnation of the last Panchen Lama. 
There is actually a second claimant living in semi-retirement 
in a Lhasa monastery, whose claims are preferred by many 
Tibetans. 

The Tibetans are very alarmed over the situation, be- 
cause Chinese pressure and determination, allied with the 
armed rising and disorders in the north-east, may provoke 
action which will endanger both the personal position of 
the Dalai and the hopes of retaining a certain degree of 
national individuality within a Chinese framework. The 
Tibetans insist that the recent Golok rebellion was entirely 
spontaneous and caused a lot of anxiety in Lhasa. And 
this fear is accentuated by uncertainty about the attitude 
of the Khamb tribes of Amdo, immediately north of the 
troubled areas. They are the most martial of all the 
Tibetan peoples and are fanatically attached both to the 
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Buddhist faith and to the Dalai Lama. They continued to 
resist more than a year after the signature of the 17-point 
treaty in 1951 after the fighting at Chamdo, and then gave 
up only after a personal appeal from the Dalai to lay down 
their arms. 


The Tibetans -are hoping to get rid of the Chinese 
without war. A war, il initially successful, msy provoke 
retaliation and probably precipitate the downfall of the 
Dalai Lama and the whole traditional system, with immense 
diplomatic and other repercussions on the stability of the 
small frontier States like Nepal, Sikkim, and Bhutan and 
even on the security of India. ‘The Indian Government 
reluctantly acquiesced in the Chinese invasion of Tibet in 
the interest of friendship with China, and continues to put 
a high value on that superficially cordial though uneasy 
relationship. India intervened strongly last year to secure 
the return of the Dalai Lama after his visit to Peking which 
was originally announced for two months but then became 
his captivity for almost a year. 


The difficulty of the Dalai Lama’s position is great in 
face of the policy of the Chinese officials in charge in 
Tibet; efforts of the Tibetans to prevent the complete ab- 
sorption of their State are strenuous. Following the clash 
at Chamdo, the despatch of a “peace mission” to Peking, 
and the conclusion of the 17-point pact in 1951, the Chinese 
Communist troops entered Tibet in force, and the military 
occupation became a fact. Without it they could not have 
buill the highways which now run across the country to 
Lhasa—a great feat. The non-co-operat:ve atiitude of the 
Tibetans prevented them from seiting up a military and 
administrative committee similar to those regional bodies 
which developed in the wake of the Liberation Army’s 
ecnquest of the China mainland. 


On the mainland the Chinese Communists have shown 
the wisdom and efficacy of the cautious approach and the 
art of al'ernatciy terrorising and taking the bourgeoisie with 
them. This beccmes still more necessary when dealing 
with foreign people and in so inhospitable a country as 
Tibet. So Peking tried to work along the same lines as 
in Inner Mongolia, and planned to create an Autonomous 
Alea. But autonomy was hindered by the attempt to bring 
the Panchen Lama into the political picture as the equat 
of the Dalai Lama. In the Preparatory Committee there 
was a Slight compromi-e, whereby the Dalai Lama was 
made Chairman and the Panchen shared the positions of 
Deputy Chairman with Chang Kuo-hua, one of the two prin- 
cipal Chinese officials in Tibet. The members of the Com- 
mittee were 52 Tibetan monks and Chinese Communist 
cadres. Autonomy did not arouse much _ interest among 
the Tibetans and Preparatory Committee was “deferred” 
while a Preparatory Office for the Preparatory Committee 
was organised with Ngabou Ngawang Jigme as Director, 
assisted by four Chinese Vice-Directors. Finally the Pre- 
paratory Committee for the Autonomous Area was in- 
augurated on April 22, and the Peking Government sent a 
special delegation under Vice-Premier Chen Yi to attend it. 
The Chinese Nationalist sources say that the Dalai Lama 
at first refused to read the inaugural speech prepared for 
him by the Chinese unless the slogans “Long Live the 
Communist Party” and “Long Live Chairman Mao” at the 
end of the speech were deleted. Chen Yi insisted they 
must be read aloud. Chang Ching-wu is represented at 
having intervened and through his mediation it was agreed 
that the Dalai and Panchen Lamas, as representatives of 
the Tibetan people, should shout the slogans, while Chang 
Kuo-hua, as Chinese representative in Tibet, should end his 
speech with “Long Live the Dalai Lama” and “Long Live 
the Panchen Lama.” All these slogans were in fact uttered, 
and the Panchen Lama—being, as may well be supposed a 
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Tih’ ELECTIONS aun 


The Indonesian Govt. emerging from the general elec- 
tions has given grounds for believing that Indonesia now 
has a foundation on which to build a solid future of the 
country. There is now a general hepe that the three main 
parties who emerged as holding the greatest measure of 
public support would be able to work together. It is ob- 
vious that only such a widely based Govt. could hope to 
have stability and authority to give Indonesia a period of 
steady and purposeful govt. urgently needed to consolidaie 
progress. Dr. Ali Sastroamidjojo, in his second term ag 
prime minister, leads a team of able and patriotic men. In 
addition to drawing a majority of the cabinet in balanced 
proportions from his own PNI party, Masjumi, and Nahdlatul 
Ulama, he has included rerresentatives of smaller groups. 
PSII (United Muslim Party), Parkindo (Christian Party), 
Catholic Party, IPKI (Bearers of Indonesian Independence) 
and Perti (Islamic Party), all have representa‘ives. Dr. 
Sastroamidjojo has said that the programme of his new govt. 
is quite distinct from that of the administration he headed 
between 1953/55. The new programme is the outcome of 
discussions among all parties taking a share in national 
responsibility. It is encouraging that the most explicit sec- 
tion of the new programme deals with economics and finance. 
In its references to its aims in this field govt. lays particular 
stress on supporting and strengthening people on whose 
efforts the whole future of Indonesia inevitably rests—the 
peasants. Emphasis on increasing agricultural production 
and on assisting the peasant community by encouraging co- 
operatives and supplementary endorsement of a policy of 
accepting technical and economic aid for development to- 
getuer suggest that Indonesian parties have not been slow to 
note advantages of making most of existing resources. The 
govt. embarks upon a task of first magnitude which none 
of its predecessors was completely equipped to tackle since 
none could prove to its own people that it expressed the will 
of the majority. This administration can fairly claim to be 
representative of the bulk of Indonesian people and should 
enjoy term of office long enoygh and firm enough for it to 
prove whether or not it is worthy of high hopes reposed 
upon it. 


The results of the Burmese elections make it evident 
that AFPFL which has governed the country continuously 


little more enthusiastic than the Dalai—went one better: 
“Long live Chairman Mao, the great, respected, and wise 
leadér of the people of ali nationalities of our country.” It 
is asserted that the Dalai Lama was uncomfortable and 
confused when reading the address prepared for him, and 
that he interpolated certain comments which are mentioned 
but do not, of course, appear in the official version from 
Peking. 

World conscience seems to be asleep when it comes to 
Tibet. Here is an ancient country which has been occupied 
by the armies of Peking in the same fashion as any 19th 
century imperialist would have done. The United Nations 
have so far refrained from discussing the question of Tibet. 
The UN should have sent a ‘commission to oppressed, in- 
vaded and occupied Tibet to prepare a report for all the 
world to know how ‘peaceful’ are the real intentions of 
Pcking. The subjugation of Tibet—though only temporary 
it may be—has aroused anxiety in India and cannot but 
have instilled a sense of ‘caution into the Kremlin leader- 
ship as the people of the Soviet Union will not acquiesce 
in the continued occupation of Tibet. 


INDONESIA AND BURMA 


since the end of second world war wil) remain in office with 
more than a working majority. There is everywhere a 
tendency for a party in office to lose favour after a pro- 
longed period of power. That is human nature. If things: 
have gone well there will always be some who fee] that they 
might have gone even better; if there have been difficulties 
the govt. of the day is inevitably blamed; and above all 
it is the basic belief of all true democrats that it is unwise 
and unhealthy for even the best of men or of parties to hold 
too much power for too long. There are countries whose 
Icaders prate loudly about democracy which invariably pro- 
duce in elections 99% majorities for the ruling coterie; but 
new nations of Asia giving their peoples free choice of 
candidates and policies have found that such unanimity of 
view is unnatural. Ceylon is the most recent and emphatic 
proof of swings that can take place when electors are truly 
tree to express their views. 


In the light of these circumstances U Nu and AFPFL 
(Anti Fascist People’s Freedom League) would be entitled 
to feel not merely gratified but very proud that the people 
of Burma have returned them to control the destinies of 
the nation for a further period. 


The verdict of the electorate after a spell in which 
world economic conditions have enforced some unpopular 
measures on the Burmese govt. must be interpreted as an 
emphatic vote of confidence for the achievements and in- 
tenticns of the outgoing govt. The main issue at stake was 
simple. AFPFL went to the country on a platform of try- 
ing to continue the progress of recent years and if possible 
to eradicate any shortcomings. ‘The principal opposition at 
polls came from a collection of parties. brought together 
under the title of National United Front; the chief plank in 
its platform was one designed to make immense appeal to 
citizens of the country which’ has suffered much in the past 
nine years from constant internal strite and bloodshed. It 
was a pledge that the National United Front would bring 
about immediate peace by nego-iations with rebel forces still 
active within Burmas borders. U Nu met and faced the 
challenge boldly; in a broadcast before the elections he 
declared flatly that the election lay between “stooges on 
one hand and genuine patriots on the other.” He went on 
to «define his reasons for describing opposition candidates 
as stooges. “In the past if a country wanted to have 
another territory it invariably launched war. Nowadays 
however military conquesis are not as easy as in the past. 
Therefore new tactics are employed whereby the interested 
country breeds stooges and pawns in the country in which 
it ig interested. These stooges and pawns try to’ gain poli- 
tical power. While stooges and pawns are denied political 
power their distant masters incite them to unrest and in- 
surrection.” In that same broadcast the Burmese premier 
traced the history of the communist revolt in Burma from 
February 1948 when Thakin Than Tun and other Burmese 
communists wcre among ASian communists summoned to a 
meeting in Calcutta. From that date the Burmese com- 
munists who had previously promised cooperation with 
AFPFL~preached rebellion. During four years when the 
govt’s writ ran in only a fraction of the territory of the- 
Union of Burma there was no communist suggestion of 
Negc‘iations, “Rebels and their vocal above ground 
sympathisers ate now shouting themselves hoarse for 
negotiations fcr three reasons., U Nu declared, “the rebels 
are on the run before pursuing govt. forces; they want 
breathing space and they want it very badly. Govt’s ac- 
ceptance of their negotiation offer would give them time 
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ECONOMIC CONDITIONS IN JAPAN 


By Norman 


Taxes 


Government spending in relation to the entire national 
economy is greatly increasing annually in Japan. This in- 
crease is also being increasingly shifted onto the taxes of 
the general public, in proportion to other revenue sources. 


Despite promises of tax cuts, even 1956 plans show 
an increased tax burden over 1955. Taking 1953 as 4 
random example, recent yet sufficiently far removed to be 
studied outside the partiality of party politics, tax revenue 
provided 85 per cent of the entire general account, com- 
pared with onty 50 per cent prewar. The ratio of public 
tax burden to the entire national income was 20 per cent, 
compared with the prewar 10 per cent. While real national 
income was only 105 per cent of prewar, national taxes were 
almost 190 per cent of prewar. In addition to direct taxa- 
tion, as much again was collected through increased in- 
direct taxes such as commodity taxes and customs duty, 
which also inpreased with increased consumption. 


Several tax cuts were concurrently negatived by the 
to!al level of income tax, which continued to rise over 
prewar, the ratio of total income tax to total personal in- 
come being ten times that of prewar. Despite January tax 
cuts, the increased nominal income meant that the mar- 
ginal ratio of taxes expanded, producing an increase in 
actual total taxes collected as well as in ratio. Fifty per 
cent of the total personal income was taxed, while the figure 
for prewar was only fifteen per cent. Eleven times as many 
people were taxed in 1953 as in 1935, bringing under the 
seope of taxation a greater number of comparatively small 
incomes, including those lower than Y300,000 ($1,800) per 
annum. The latter formed over 75 per cent of taxpayers, 
representing nevertheless only 55 per cent of total income. 
The term “income tax” does not include direct local au- 
thority taxes, which represented an additional “considerable 
burden on national living” (Economic Planning Board). 


to breathe; while negotiations are going on they will use 
all possible means to bewilder AFPF'L adherents. The re- 
bels know full well that they blundered in_ starting 
the rebellion but they do not want to confess their mistake. 
If govt. complied with their request then their purpose 
would be served.” 


It was in those blunt and uncompyomising terms that 
AFPFL fought the election. That took courage of a high 
order. As U Nu himself commented, “After nearly nine 
ycars of insurrection people are now thoroughly fed up 
with unrest and lawlessness. Everybody longs for peace.” 
At such a time it required both honesty and bravery to tell 
the public flatly that the govt. party had not the slightest 
intention of following what might look like a quick and 
easy path to peace but was determined to follow the longer 
and more difficult road to real peace. It may not always 
be immediately profitable in democracy to tell electorate 
unpalatable truths though in the long run those who fail 
to do so will find themselves rejected. But in this case the 
Burmese govt. can go forward in the knowledge that it 
contested the election on grounds of uncomfortable truth 
and the Burmese people can claim to have given the world 
an example of a people willing to sacrifice mirages of im- 
mediate ease in favour of prospects of slow but solid ad- 
vance. 


S. Casserley 


As in other countries, tax evaders do a thriving busi- 
ness, a 1956 report of the National Taxation Board showing 
one item alone as 60,000 evaders who listed non-existing 
dependents, including dogs. This is, of course, merely the 
number of evaders caught. 


The tax rate on average business enterprises rose to 
over 40 per cent, but special exemptions were provided for 
larger accumulations of capital, to encourage more of same. 


There was much room for reflection in the matter of 
government funds. Controversies arose over the lack of 
justification concerning fair and effective use; especially 
since the effects were not fully manifest, as a result of the 
funds being used for so many purposes. 


Wages 


Armchair theorists who claim that wages depend only 
on profits thought ‘that their point was proven in 1952 when 
wage increases occurred at the same time as profits appeared 
to have swollen. However, their forecast that wage in- 
creases would cease after 1952, when the corresponding 
amount of profit had been-consumed, was disproven by the 
facts. Profits did not disappear. They increased; and 
wages continued to increase further, both increases being 
due to increased productivity per worker. In other words, 
workers produce their own wages—and increases—accord- 
ing to their own productivity. 


t is important to note that although production in- 
creased by 25 per cent in 1953 (80 per cent in four years 
since the Korean War, a rate unequalled in the world), it 
was not a result of increased employment, which was al- 
most stationary, but due mainly to an increased labor 
productivity of an almost identical 25 per cent (90 per 
cent in mining and industry for 1953; 117 per cent in manu- 
facturing for 1955; 130 per cent in manufacturing since 
1949). Here, of course, it is vital to stress that although 
we say loosely that wages increased (i.e., absolutely or 
nominally) over 1952’s average per capital annual Y125,000 
(Y130,000 in 1955), they did not rise by anything like 25 
per cent, the rise in productivity, but by a mere nominal 
15 per cent, or 9 per cent (lower rate than 1952) when 
corrected for increased consumer commodity prices. Real 
wages per unit productivity, therefore, took a drop of ap- 
proximately (25-9) 14 per cent. For Japan this is parti- 
cularly important in view of political publicity to the effect 
that wages rose and continue to rise. For the rest of the 
world it speaks ominously if we keep in mind that Japan’s 
rate-of nominal wage increase was the highest of all coun- 
tries. 


: Similarly, neither increased consumption nor increased 
investment were matched by increased income. 


Finally, wage differences between small and large 
enterprises were recorded as being mainly a result of low 
and high worker productivity. 


Living Standards 


The food situation reached an average sufficiency in 
necessities, and demand turned towards luxury foods. Con- 
sumption rise in quality rather than in quantity also affected 
clothes, home repairs, furniture, household utensils. This 
consumption rise was given as being a direct result of the 
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nominal wage rise. There was no increase in the average 
balance of family budgets left after expenses. 


Nor did the nominal increase of personal income of 
20 per cent result in a similar increase in savings, because 
such a large portion of the increase went to cover increased 
prices. 


Urban consumption and purchasing power also rose, 
not only because of nominal wage raises but also because 
of tax cuts. The latter alone were responsible for an 
ose purchasing power of Y100,000 million or $300 mil- 
ion. 


Virtually every year, working hours are longer and 
shorter according to smallness or largeness of the enter- 
prise. 


The year’s economy resulted in official conclusions to 
the effect that indispensable premises for success were in- 
creased productivity and self-sufficiency, the latter being 
more effective than increased exports. 


As a result of minor land reform allowing the farmer 
to keep what he previously paid to land monopolists—about 
50 per cent of his produce—and a cut in agricultural 
taxation, rural living standards rose to a par with urban. 
There is always, of course, a difference in way of life. 


Crop failures took a heavier toll of low-income than of 
high-income farmers. Similarly, a rise. in the average 
standard of farmers in general was noted to have further 
widened the gap between low-income and_ high-income 
farmers. 


Housing 


The increased number of superannuated houses beyond 
repair, or dangerous to inhabit, were mostly rented houses 
originally of inferior quality, not repaired for many years. 

An increase of 30 per cent in private investment in 
housing construction produced a mere 10 per cent in build- 
ing, mainly because of a 40 per cent rise in lumber cost. 


In 1953, 25 per cent of the higher rents on land and 
buildings was attributed directly to the nominal increased 
ability to pay, as a result of nominal wage raises. 


In addition, a real estate practice of extracting ex- 
orbitant keymoney was recorded. 


Rice 


Rice accounted for 8 per cent of tdtal city household 
expenditure. However, a 12 per cent increase in its price 
(January, 1954) for all income classes brought attention 
to the fact that this meant an insignificant 0.5 per cent 
burden for families in the Y55,000-Y40,000 bracket, a 13 
times greater burden for poorer families in the Y25,000- 
Y20,000 bracket and a 25 times greater burden for the 
poorest families below the Y12,000 ($35, £12) per month 
bracket, even assuming all classes eat the same amount of 


rice. 
Social Security 


Noteworthy is an official 1954 decision that a basic 
cure of poverty, sickness and unemployment must be sought 
elsewhere than in social insurance and free public aid— 
more desirably in an expanded economic equilibrium pro- 
viding unfettered opportunities for development of domestic 
resources. It was found that social insurance tended to 
benefit-the higher income strata more than the lower, be- 
cause the poverty and sickness that it aims to keep away 
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are the very things that keep it away from the poor and 
sick, who cannot afford to contribute to it. 


Although sickness is officially given by the government 
economists as the main cause of poverty, the Welfare Minis- 
try claims the reverse, that poverty is the main cause of 
sickness. Statistics of both the economists and the Welfare 
Ministry show that the less the income the higher the rate 
of sickness. Sickness of families with less than Y5,000 
monthly ($15, £5) was 3 times that of Y40,000 families. 
Poverty, therefore, was the principal cause of sickness. 


Public aid to those unable to earn an increase was at 
the rate of 40 per cent of the household expenditure index. 


Profits Mystery 


Some truly heroic intellectual detective work, per- 
formed along a labyrinth of complex economic statistics, not 
only produced one great “doubtful point in the high pro- 
duction cost” but solved the doubt to the academic satis- 
faction of Japan’s Economic Planning Board. The EPB 
found itself up against the question of high consumer com- 
modity prices and courageously undertook to track down 
the causes, to the bitter end—in writing. 

Higher consumer commodity prices, it found, were 
caused mainly by higher production costs which means the 
cost of raw materials, wages and profits. Nothing could be 
thought of to change the cost -f raw materials per se, that 
is, separately from wages and profits, because Japanese raw 
materials come mostly from abroad and are, therefore, be- 
yond their control. Although nominal wages rose—70 per 
cent from 1950 to 1953 in the mining and manufacturing 
industries specifically (117 per cent in the latter during 
1955)—wages-per-unit-productivity had scarcely changed, 
while real wages-per-unit-productivity-adjusted-to-consumer- 
commodity-price (See Wages) actually went down. Higher 
production costs, then, could not be attributed to higher 
wages either. Only profits were left. Corporations were 
momentarily accused of “bloating” their profits, until the 
Finance Minister’s “Corporation Statistics” showed the actual 
ratio of corporation profits to sales down by 5 per cent 
for both 1952 and 1953. The entire loot, therefore, was 
being channeled off elsewhere. A clue appeared in the fact 
that mining and manufacturing increased from 1950 to 1953 
by 80 per cent which emphasized the lack of indigenous 
raw material imports. The country’s main profits, therefore, 
(possibly 80 per cent of all increases in income from 1950 
to 1953) are being siphoned off abroad, directly to the 
sources of the imported raw materials, concludes the EPB 
in its official annual report. 

This discovery, of deep humanitarian, socio-economic 
significance for Japan and the rest of the world, was well 
worth the effort put into it; but owing to its political ex- 
plosiveness it has been surrounded by silence ‘ever since. 


Worker’s Value 


Of no importance except to the worker, was the equally 
quiet discovery that workers always add to the gross value 
of their material about twice as much as their gross wages, 
precisely more or less according to the largeness or small- 
ness of their enterprise, and that this sad ratio of remunera- 
tion is roughly in keeping with accepted world practice. 


Average nominal annual wage for 


1952 1947 1949 
In Japan In U.S In U.K. 
Y125,000 
($375) (£125) $2,775 £325 
or 
42 per cent 55 per cent 58 per cent 
of the added value per worker, which was } 
Y300,000 $5,200 £560 
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Nearest comparative figures of the USSR for the five- 
year plan current in 1956 (from the London Soviet Embassy 
—unteliable) give a similar 50 per cent ratio between 
their planned 60 per cent increase in national income and 30 
per cent increase in workers’ income. 


Remedies 


As a result of the latter two major official discoveries 
in the spheres of profits and wages, it is important to notice 
that remedial measures were immediately and vigorously 
instituted, and they have been maintained ever since, though 
in two entirely different directions—towards defense against 
the persistent purchasing power of the workers and con- 
sumers, and defense against the increase in production that 
arose from the persistently increasing workers’ productivity. 
This goal was doubly interesting in view of concomitant 
double efforts to raise individual income and to lower con- 
sumer prices. 


All these things were tried at once under a Tight Money 
slogan, despite calculated risks, which materialized. They 
were promptly declared not to have achieved desired ends 
because “such a retrenchment policy cannot be pushed 
vigorously if its secondary effects should assume large 
momentum.” Actual secondary effects during the short 
trial were as follows. The rate of nominal increase of 
industrial wages and consumption slowed down. The high 
production level of mining and manufacturing became slug- 
gish. Bankruptcy of trade firms increased. Bills were in- 
creasingly dishonored. Social unrest incveased, as did the 
unemployed and “other inevitable victims in the process of 
adjustment,” together with ‘the inevitable sacrifices which 
must be taken care of with profound affection.” 


The announced aims had been “to correct the process 
of economic expansion in 1952 which appears to have gone 
a little too far” (“foreign exchange had been spent lavishly 
to raise the standard of living of the Japanese people too 
high’); to aim at the winter (!) of December 1952-January 
1953 -as “the level down to which the scale of national 
economy is to be brought’; “to curb the domestic purchas- 
ing power”; the “level of living in Japan, now at 10 per 
cent above prewar, has to be lowered”; “to bring about a 
business recession” not as an end, of course, but as a means; 
“business operators will also place their enterprises on an 
austerity basis’; “the national economy must be regimented 
further”: and “each Japanese (should) deflate the portion 
of his or her income for consumption.” (All EPB quotes) 
These, then, were to be the new goals. The punishment 
people were to pay for their own excessive investment in 
their own country, with its consequent shameful “reverse 
effects,’ namely, increased income and consumption and the 
problematical increase of imports. 


It was planned, however, that as soon as the austerity 
(how much?) had been achieved, Japan would be once again 
ready to march forward into economic domestic expansion 
and relative prosperity! 


Pressure of Population 


Japan claims to be the third most densely populated 
country, with 240 people per square kilometer or i,845 per 
square kilometer of land arable in 1953, which is one-quarter 
the total area. Population in 1956 is just under 90 million, 
equivalent to half the population of the U.S. in an area less 
than the State of Montana. It is officially estimated that 
Japan’s population may stabilize around 100 million in the 
next decade. It does not now produce sufficient raw ma- 
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terials to provide its Own basic needs but lives by processing 
and servicing imported raw materials of other countries and 
by re-exporting them, much as England does. 


In 1953, foreign countries failed to buy Japan’s goods 
to cover her imports, producing a national crisis in which 
economists were haunted with the mythical phoenix of 
domestic over-production and expansion of the economy be- 
yond its capacity, neither of which materialized. It was 
thought that the remedy lay in increased government spend- 
ing and upward control of rice prices, but these were de- 
clared, after they were carried out, to be nothing more than 
an artificial boost. The real solution was officially pointed 
out in the fact that “the continued expansion of the Japa- 
nese economy was supported by the enlargement of the 
domestic market alone’; which means that the Japanese 
people were given increased facilities, mainly increased cre- 
dit and nominal tax reductions, to invigorate their own 
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markets to supply more of their own demands. It is also 
notable that an increased purchasing power was the direct 
result of increased production, not the other way around. 


The extraordinary domestic economic expansion, de- 
spite an exiraordinary reverse in balance of foreign pay- 
ments, led government economists to the conclusion—official- 
ly in writing—that “when a lack of export markets prevents 
the teeming multitude from supporting itself by foreign 
trade, the internal economy must be whipped up into hectic 
activities.” Beyond the actual example of the 1953 economy 
itself in practice, no future hypothetical details were ven- 
tured, by way of illustration. But hectic internal activities 
as a substitute for the major portion of foreign trade surely 
means nothing other than the intense application of in- 
creasing human productivity and inventiveness to improve- 
ment of present resources, the use of known resources not 
now being used, and the development of new ones. 


ECONOMIC LETTER FROM TOKYO 


Interim reviews since upper March by the British and 
Japanese Gov’ts on the Japan-U.K. Trade Agreement of 
Oct. 1955 ended by the signing of “Agreed Minutes” on 
April 17th. Essentials follow: (a) Japan will provide for 
a sterling area payment total of 127.5 million pounds (equal 
to previous budget) in the ist half (F.Y. ’56-’57) foreign 
currency budget. (b) Addition of some items to the trade 
list—Japan, 130,000 sterling; U.K., 152,000 sterling. 


The previous trade talks ran into difficulties with 
Britain pushing for more imports by Japan pointing to 
rising sterling balances in Japan. Later developments, 


however, indicated a notable expansion in Japan-sterling 
area foreign exchange accounts as a result of mutual im- 
port expansion coupled with effects of shifts in import 
sources by Japan. Consequently, agreement was reached 
in the current talks on the basic line of maintaining the 
present trade policies, leading to an amicable settlement. 


Japanese investments overseas have picked up re- 
markably since 1954, following an earlier dull period since 
the War. Moreover, whereas early post-War overseas in- 
vestments mostly took the form of branches incorporated 
abroad of native banks and trading firms, and concen- 
trated on such areas as the U.S., Ryukyus and India, more 
recent developments show a rising trend in normal business 
investments tc the underdeveloped areas of Southeast Asia 
and Central and South America. 


The export credit insurance law was: revised by the 
current Diet, covering anew certain risks involved in over- 
seas investments. It is hoped that this measure would ex- 
pedite and facilitate normal investments abroad. 


Foreign investments authorized during the F.Y. closed 
in March totaled $79,030,000 (previous F.Y., $19,330,000). 


Investment to Corp, Overseas* 
Technical Aid 
Investment Loans 


TOTAL 


In thousand dollars. 
( ) Number of cases. 
* Does not include cases of investment 


Notes: 


Investment in loans covered $74,670,000 ($15,280,000), in- 
vestment in stocks $4,300,000 ($3,990,000) and others in- 
cluding corporate bonds $60,000 ($60,000). Technical aid 
totaled 72 cases as against 82 cases for the previous F.Y. 
The sharp rise on investment in loans is attributed to the 
following: (a) World Bank loans for steel and shipbuilding 
lines (finalized after prolonged negotiations). (b) USS. 
firm loan on thermal power generating plant. (c) Loan- 
rise from U.S. banks to oil refining plants, tanker construc- 
tion, immigration promotion, ete. reflecting favorable eco- 
nomic developments including foreign currency holdings. 


As regards investment in stocks, management partici- 
pation dipped to $2,310,000 ($150,000-dip from the pre- 
vious F.Y.), but there was quite an increase in investment 
via the stock market reflecting the recent bullish market to 
$1,990,000 (rise of $460,000). As for technical aid, the 
trend has been downward. However, during the past F.Y. 
activity in technical tie-ups were seen for petrochemical, 
jet plane making, etc. 


Accounts With the Sterling Area 


(In million pounds) 


F.Y. '54-'55 FVY. '55--'56 
IKCCOIDAG  wateititueray acme salen cieiets 200.3 248.2 
IPAVRORUS) Mate cise Wiese eneiereiesiainya siaicraie 129,9 231.6 
BALANCE (A) + 70.4 + 16.6 
Usance Rise (B) 30.8 24.5™ 
CA) —=( BY) es bi npiris octet teenie oo Susrente + 39.6 — 7.9 


Notes: Foreign Exchahge Statistics. 

* Up to Mar. 10, 1956. 

Fiscal Year begins April-1lst and ends Mar. 31. 
F.Y. '50-'51 F.Y. °54-'55 F.Y. '65-'56 Cumulative 
to ’63-"54 Total 
(51) 3,738 * (26) 5,618 (36) 6,686 (113) 16,042 
(16) _— (26) — (24) = ( 66) = 
( 8) 1,286 ( 2) 64 (10) 2,413 ( 20) 3,762 
(75) 5,023 (54) 5,682 (70) 9,099 (199) 19,804 


—_——_—$ $$ 
oe 


increases for cofporations already established. 
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ECONOMIC REVIEW 


LOW QUALITY GOODS OF CHINA 


Since the State “transformed” private enterprise, all 
factories have been absorbed in Soviet-styled emulation cam- 
paigns. These, of course, consist of a campaign, directed 
by tough activists, to see what can turn out “the mostest 
the fastest.” Unfortunately quality falls far below quantity. 
And while “hundreds upon hundreds of enterprises and 
thousands upon thousands of workers, technical persons and 
administrative persons” took an active part in the emulations, 
the authorities are now getting quite alarmed about the 
poor quality of the goods. “The poor quality of the pro- 
ducts is one of the fundamental problems of our industry,” 
now says the Peking People’s Daily. It adds that this is true 
even of the heavy industrial products, and it has become 
serious enough to hinder national construction and the eleya- 
tion of the industrial level. Some of the light industrial 
products are too poor to be used and are thrown aside, and 
others don’t last. This shows that “without guarantee of 
quality, acceleration of tempo and increase of cutput are 
meaningless.” Thus the improvement of quality is now re- 
garded as the main task of the State departments, and orders 
have gone forth to switch over from greater output to 
greater quality. The prizes and awards go to this, also, 
and not to the factory with greatest volume of output. 
Quality is now the primary condition for judging the results 
of emulation. 


The blame is cast chiefly on the managers, engineers 
and designers, not on the workers. The People’s Daily as- 
serts that the backwardness of Chinese enterprises finds its 
expression in nothing but technology and management. Never 
before had the masses shown so much initiative in surpassing 
the old norms and in changing the “backward mechanical 
rules,” 


Complaints of poor quality of Chinese products were 
set out in some detail by the People’s Daily. All familiar 
with the China market know the importance of designs, and 
there were numerous complaints about bad designs. Sta- 
tionery, wines, tobacco, and canned foods produced by some 
factories were also the subject of complaints. One make 
of vests from Tientsin had a collar which became wider and 
wider with wear, so that it soon assumed the shape of a 
bugle! Woollen suits became cotton suits “because the wool 
would fall off with a touch of the hand.” Some of the 
towels made in Shanghai were “too short and good neither 
for wrapping round the head and neck nor for bathing pur- 
poses.” Rubber shoes from one factory were not durable, 
were of small sizes and high prices, and were not acceptable 
even to the workers of the factory itself. A certain brand 
of fountain-pen was unusable unless an inkstand was handy. 


; Of course, it was all due to the “rightist conservative 
ideas” on the part of the leading production department and 
the departments of commerce. ‘The .people’s demands were 
rising in both quality and quantity and they must be met by 
light industry with new varieties of good quality and low- 
priced goods. “Chasing only after output increase and rest- 
ing content on fulfilment of output target, the factories 
seldom improve the quality of their products.” Technical 
control is very weak in many enterprises, and 90% of the 
factories under the Ministry of Light Industry had not 
appointed, up to the end of January, chief engineers or 
engineers-in-charge, and technical responsibility in these 
industries “is reduced to a matter of formality.” Moreover, 
special awards ought to be given to enterprises, shops and 


individuals concerned if the quality as well as variety and 
volume targets are fulfilled. 


The State commercial departments too -often accom- 
modate themselves to the low quality of products and the 
scarcity of varicty when accepting goods against orders. The 
pricing is haphazard and sometimes inferior goods are given 
higher tags than superior goods. State commercial depart- 
ments, hints the Peking daily, ought to be as alert as the 
real business men were. They ought regularly to investi- 
gate and study changes in the market requirements, and place 
orders accordingly. They ought, like the business men used 
to do, to supervise the production departments, test goods 
and throw out the inferior; they ought to guarantee to 
change, return and repair goods in case deliveries are below 
standard; they ought to ensure that the goods produced meet 
the tastes of the customers and even to ensure that goods 
come in from other places if need be to meet market re- 
quirements. “Thousands and thousands of workers and en- 
gineering persons are breaking through irrational and worn- 
out rules and raising production to a higher level,” con- 
cluded the editorial. “Leading comrades of the departments 
of light industry must guide the ardour of the masses to 
the orbit of all-round and balanced fulfilment of State 
plans and produce for the people more and better goods of 
light industry.” 


The emulation campaigns, borrowed from the Soviet 
Union, are now in full swing in industry in China, and it is 
claimed that the workers have entered into them with great 
enthusiasm. But the system causes many other problems to 
develop. The equilibrium between production units is dis 
turbed; the supply of raw materials and semi-finished pro- 
ducts is dislocated; the old irrational wage system and re- 
ward system are out of date; and other troubles arise which 
together compel leaders of enterprises to seek rapid solutions 
and cause them many difficulties. As the People’s Daily put 
it, “it is no easy thing to lead the production movement of 
the masses. As we know, the relations of production can 
be rapidly and basically revolutionised as they were in the 
transformation of industry and commerce. But elevation of 
the productive force must go through a series of meticulous 
and complex work, constant improvement of operation and 
management and constant elevation of labour productivity. 
One of the problems is to ‘ensure the maintenance of the 
rising and vigorous spirit of the masses. Another is that of 
quality. Some of the heavy industrial products were not 
up to standard, and hindered the progress of national con- 
struction and the elevation of the industrial level. Some 
of the light industrial products also are of poor quality and 
cause waste to Society. Without guarantee of quality, ac- 
celeration of tempo and increase of output are meaningless; 
indeed poor quality may directly hinder the growth of out- 
put and tempo. For this reason, improvement of quality 
should be made the main task of the departments of industry 
and transport. 


Among other fundamental tasks are to economise raw 
materials and accumulate more funds, Some enterprises 
have shown deviations in overstocking raw materials blindly 
with a view to producing “massively” and quickly. Other 
harmful practices are cited in the “one-sided chase after 
output value and quantity.” 
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COOPERATIVE FARMING IN CHINA 


“Socialist co-operative farming now prevails in China's 
rural areas and small peasant economy has been funda- 
mentally transformed,” declared Vice-Premier Teng Tzu-hui, 
in an address to the National Conference of Advanced 
Workers in Peking on May 7. There are now 1.8 million 
agricultural producer co-operatives in China, embracing 90% 
of the country’s peasant households. Among them, 260,000 
were fully Socialist APCs, covering 56% of the country’s 
peasant households. He predicted that the great majority 
of the peasant households in most provinces would be fully 
Socialist within the next year. He also made the remark- 
able claim that over 90% of them are well organised, ex- 
plaining that the enthusiasm of the peasants in the co-opera- 
tive farming movement had been beyond original expecta- 
tions. 


The country’s irrigated acreage had been expanded ‘by 
more than 100 million mow (6.6 million hectares) since last 
winter which surpassed the total increase in the previous 
six years after the “liberation,” and greatly exceeded the 
original first five year plan target. Also, since last winter 
3.26 million hectares of land had been afforested. The area 
of winter ploughing and winter sowing had been expanded, 
selected seeds uSed over a wider area, farming techniques 
improved and the demand for new-type farm tools increased. 


From these facts the Vice-Premier concluded that “there 
will certainly be a rise in China’s agricultural output this 
year provided that no serious calamity intervenes”—a 
matter on which there was still much anxiety in the early 
part of May owing to the small rainfall in provinces below 
the Yangtze and in the north. But he declared that the 
steady annual increase of the members’ income must be 
guaranteed. Between 60% and 70% of the total income 
of the co-operatives should be paid to their members after 
the deduction of common fund, welfare fund, and agricul- 
tural tax. 


Referring to the “tremendous change” in the political 
situation in the rural areas, the Vice-Premier pointed out 
that this was reflected in the consolidation of the relationship 
between the Party and the peasants, and the alliance of 
workers and peasants, which is being built on a new Social 
basis now that the great majority of the peasants have joined 
APCs. The co-operative farming movement had also streng- 
thened the unity between the poor and middle peasants and 
served to isolate the former landlords, rich peasants, counter- 
revolutionaries and such elements, and made it possible for 
capitalism to be finally wiped out in the rural areas, ‘as well 
as all systems of exploitation. He said that to have organised 
500 million peasants into APCs quickly and smoothly, trans- 
forming their individual economy into collective economy, 
was both a great victory for the Chinese revolution and of 
world historic significance. 


At the same time he draws attention to some defects, 
but added that these problems are now being solved. To 
overcome backwardness, the individual economy, and natural 
calamities they had to unite and take the road to socialism— 
there was no other road. Confident of the leadership of the 
CCP, they switched to the second stage of revolution—the 
Socialist revolution—as soon as the filst revolutionary stage 
of land reform was completed. This, claimed Teng Tzu-hui, 
was “the fundamental reason for the rapid development of 
large-scale co-operative farming.” The second reason had 
been because co-operation suited the peasants’ need to ad- 
vance production—especially in the case of the poor peasants 
and lower middle péasants. They found their solution in 


co-operation. Some 16 million households of active elements 
scattered in the villages played the role of leading the 
masses, setting examples for them, and becoming the back- 
bones of the movement. “Peasants are empiricists,’ said 
the Vice-Premier. “When they had seen the advantages of 
the co-operatives, and when there was a group of activists 
leading, they were powerfully attracted toward the co-opera- 
tives. This tendency had been hampered for a period by 
rightist conservative thinking. Once this had been exposed 
by Chairman Mao Tse-tung and the Central Committee of 
the Party, the enthusiasm and initiative of the masses were 
immediately set free and the movement had spread like 
fire. This was the inevitable law of mass movement and 
was especially true of a peasants’ movement.” 


It will be noted that the Vice-Premier tried to present 
the appearance of complete spontaneity on the part of the 
peasants and ignored the immense and intense pressures 
exerted from the first by the entire force of the State and 
its apparatus to force the peasants into the acceptance of 
the policy decreed for them by the hierarchy. He adopted 
the same line in discussing the rapid development from 
the lower to the higher stage of the fully Socialist co-opera- 
tive, declaring that in places where the foundation had been 
laid for semi-Socialist co-operatives there had been very 
great development in agricultural productive forces. ‘““Never- 
theless, contradictions continued to exist between the agri- 
cultural productive forces and private ownership of land. 
The dividend on land holdings reduced remuneration for 
work and held back the potential development of the pro- 
ductive forces of the co-operatives. The peasants had 
found that small, semi-Socialist co-operatives founded on 
private ownership were incapable of meeting the require- 
ments of the peasants to plan their increased production. 
The large, fully Socialist co-operatives where the dividend 
on land had been abolished brought the enthusiasm of the 
poor and lower middle peasants into fuller play. Moreover, 
it permitted the expgnsion and distribution of employment, 
care of orphans, widows, the aged and weak, and enabled 
everyone to work to his best ability. Such fully Socialist 
co-operatives, would naturally develop rapidly in the wake 
of the campaign to increase production under the over-all 
plan.” 


The Vice-Premier’s statement added that. the predomin- 
ance of the poor and lower middle peasants had developed 
in the countryside. With 60% or 70% of the poor peasants 
and lower middle peasants having become active with their 
predominance established, the enthusiasm of the upper mid- 
die peasants in joining the co-operatives had been promoted. 
Since the lower and lower peaSants had become predominant, 
they wanted to carry forward the revolution to the end, 
demanded the abolition of the dividend on land, and the 
switch to fully-Socialist co-operatives where the principle 
of “to each according to his work” is practised. At the 
first stage of the switch the well-to-do middle peasants 
generally had apprehensions about the abolition of dividends 
on the land, but he tried to assure his audience that later, 
when they had seen the overall plan of the co-operatives, 
and the growth of production they estimated that even. when 
the dividend on land was, abolished, their earnings would not 
decrease but would even increase somewhat; and they also 
favoured the. Socialist co-operative. 

‘He went on to assert that the CCP had “carried through 
the correct policy of upholding the voluntary principle. or- 
ganisationally and taking care of the middle peasants econo- 
mically, to achieve the end of mutual benefit for the poor 
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FAR EASTERN 


Economic Review 


DEMOBILISED SOLDIERS IN CHINA 


In announcing in April that the 1955 draft and de- 
mobilization program for the Chinese armed forces was 
completed according to schedule, the Ministry of Defence in 
Peking disclosed that 100,000 demobilised Army men will 
join geological surveying and oil prospecting work and 
capital construction of the electrical, metallurgical, coal min- 
ing and other industries. Several hundred thousand others 
will work as tractor drivers, mechanics in power plants and 
pumping stations, sanitation officers and telephone operators 
in rural areas. In a vast countryside which in the main 
lacks all or most of the special skills, except those purely 
of an agricultural nature, the soldier is to hecome the major 
factor in the introduction of a new and more modern way 
of life. 

Hundreds of thousands of the old soldiers, some of 
whom have been in the ranks for a whole generation of civil 
and other warfare, have now been demobilised in China. 
They are men who in the end, if not under the Tuchuns, 
learnt discipline, organisation and method. Naturally the 
People’s Government has turned to them for a variety of 
help in the multiplicity of tasks they have imposed on the 
country. They are especially wanted in the rural villages, 
and as they have been ostensibly “demobilised for construc- 
tion,” they cannot very well refuse. On the contrary they 
probably welcome their new role. The Minister of Internal 
Affairs, Hsieh Chueh-tsai, told them flatly they were to be 
the backbone of Socialist construction. Only a small num- 
ber of them have gone into industry or mining. The over- 


and middle peasants.” In running the semi-Socialist co- 
operatives, the land ownership of the co-operative members 
was retained, dividends were paid on land and payment for 
work on a proportionate basis. Draught animals and farm 
implements were “leased” or “bought at the appraised price.” 
This won the approval of the middle peasants with more 
and better land, draught animals and farm tools. On switch- 
ing to fully-sccialist co-operatives, the draught animals, farm 
implements, fruit trees and wood owned privately by co- 
operative members had been bought at the appraised price 
as in the case of semi-socialist co-operatives. The main 
question for fully-socialist co-operation remained as solely 
the abolition of the dividend on land. As no great time 
had elapsed since the agrarian reform, the difference in the 
amount of land holdings among the peasants had not been 
great. This made it possible to win the approval of the 
large majority of peasants in the abolition of the dividend. 
At the same time, the peasants had gone through the pre- 
paratory stage of semi-socialist co-operatives and were better 
prepared materially and mentally. 

The suggestion of spontaneity and voluntariness stress- 
ed in the Vice-Premier’s statement to the Advanced Workers 
was somewhat belied when he emphasised the success of the 
mass line method of leadership which held that “the Party 
Secretary is personally active and the whole Party engages 
itself in organising the co-operatives” as directed by the 
Central authorities. He made another controversial point 
when he asserted that the upsurge in socialist construction 
in the cities had promoted the upsurge in the socialist trans- 
formation of the rural areas. The task now, he said, is to 
increase production, develop mechanization, improve farm- 
ing technique, and increase members’ income. Finally, he 
proclaimed that the switching over of individual economy to 
collective economy was “a tremendous revolution,” requiring 
the adaptation of entirely new management systems. new 
oe new technical equipment, and scientific know- 
edge. 


whelming majority go to the countryside, whence they came. 
There they are finding great changes. The peasants have 
given their land, livestock, and tools to the APCs as their 
shares and in a few years “full Socialism” will be realised 
and a system of collective ownership enforced. 


The vast masses of peasants, in the course of this 
movement, have been organised for rural capital construc- 
tion. They are kept fully occupied in constructing water 
conservancy works, planting trees, building roads, accumulat- 
ing fertiliser, improving seeds, using new tools, and carrying 
out more intensive farming. They have ta combat natural 
calamities, wipe out insect pests, plant more trees, double 
the grain producticn, eliminate illiteracy and wipe out 
diseases. In return they demand from the cities the tools 
needed for production as well as commodities for: material 
and cultural life. The industries, for their part, are also 
increasing production and Socialism has developed equally 
swiftly in that field. All this the returning soldier would 
experience. The Minister said they did not want to mislead 
the demobilised servicemen that they are returning to a 
happy Socialist society to enjoy a good life! Quite the 
contrary. All is yet to do and they must do their part also. 
All is fine and dandy insofar as the plans for the future 
are concerned, but to be quite honest the high standard of 
technique needed in industry is lacking, output lags, and 
confusion and irrational phenomena have to be rectified in 
factories, mines and other enterprises. On the land, too, 
there is plenty of backwardness, with badly run co-operatives 
and others become unstable owing to internal disputes. The 
peasants are still using the old tools. <A task without prece- 
dent has yet to be done amd in this the demobilised soldier 
is expected to become a backbone clement. In 66 counties 
of Shensi, for example, of the 36,000 demobilised men who 
join the mutual aid teams and APCs, more than 5,000 be- 
came team leaders, and over 1,000 chiefs of the APCs. There 
were similar figures from Honan. 


They were doing equally well also in the Dairen ship- 
building Anshan steel, and other industries, where they have 
learnt their new occupations and mastered them. In the 
Yumen oilfields, ex-servicemen also distinguished themselves 
as oil drillers, And in all these new occupations the ex- 
soldiers were able to observe discipline and work well. More 
still is expected of those now being or to be demobilised. 
It is now no longer a question of providing them with jobs 
but of whether their qualifications can come up to needs. 
In the APCs, they are wanted to strengthen the unity of 
the peasants, to solve conflicts and to establish discipline. 
Men are also required to handle bookkeeping, compile statis- 
tics, conduct newspaper reading, and edit wall bulletins. 
Army craftsmen are required to repair farm implements 
and to study advanced experiences of production increase. 
Men experienced in hygienic services are needed to take 
care of the health of the peasants. And, of course, men of 
good physique can also provide the necessary labour. Their 
cultuval and technical standards may not be high but at least 
they are higher than those of the typical rustic. 

The demobilised soldiers are given “production sub- 
sidies’” which amount to a very large figure in the agegre- 
gate and a sizeable sum individually. These subsidies are 
for production and are not to be squandered. Hints are 
given by example on how they should invest their grants, 
and how little they should spend on setting up home and 
for living expenses. In one hsiang in Anhwei ten demobs 
deposited 1,500 yuan from their subsidies with the local cre- 
dit co-op, who loaned the money out to three APCs to buy 
draught cattle, seed grain and fertiliser, thus solving the 


* duction. 


| and national construction. 
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problem of the shortage of production materials, Another, 
in Chinghsien, Kwangtung, had a subsidy of 260 yuan. He 
spent a part of it in repairing his house and buying neces- 
sary clothing, spent 110 yuan to buy an ox and 32 yuan 
to buy some pigs, and then joined the APC, and was soon 
chosen as hsiang chief as he was so active. Demobilised 
servicemen should save their production subsidies and set 
examples in economy. They are required to be models in 
performing labour, to intensify their efforts at learning, to 
become familiar with all the new regulations which the pea- 
sants cannot read or understand, to learn new agricultural 
techniques, and to overcome the difficulty of getting along 
with the peasants and be patient and understanding. They 
are new hands and must learn everything from the begin- 
ning. They had been fighters and workers, but they must 
not be conceited or look down on others. 

The Minister revealed that there had been a good deal 
of trouble with demobilised soldiers once they were given 
jobs. They were critical and discontented. But they should 
stay on the job and seek solutions when they were better 
qualified. All of them were also advised to settle- their 
personal affairs carefully, such as the question of matrimony, 
and to refrain from being arrogant or impatient. 

The soldiers, who used to be the terror of the country- 
side, are yrged to profit by uniting with the masses, and 
to “enhance revolutionary traditions to gain higher honours.” 
The absolute majority of them are re-enlisted in the reserve 
of the PLA and thus they were component members in the 
defence of the Socialist Fatherland and component members 
as well in Socialist construction. 


The long centribution of Minister of Interior Hsieh was 
originally written for an Army periodical. A little later the 
| PLA General Political Department drew up a Program for 
the Army’s part in Agricultural Co-operation and Production. 
This supplements the role of the demobilised servicemen and 
stipulates that when the units have properly trained them- 
selves for defence duties they should utilise any intervals 
in their Army work to take part in production. They are 
directed to write to their relatives and urge them to take 
to the road of Socialism, to strive for greater production, 
and to observe labour discipline. The Army is also re- 
quired systematically to supply officers suited for local work 
‘to be transferred to the different areas every year to support 
Socialist construction. It is called on to launch economy 
drives, to put down extravagance, and those from rural areas 
are encouraged to save and send their money to their homes 
to be invested in the co-operatives for development of pro- 
Officers are expected to respond to the patriotic 
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savings campaign. They must help to raise from their own 
resources, in a three-year period, funds for the establish- 
ment of 30 tractor stations—five large, ten medium and 15 
small, with capacities of 200,000, 100,000 and 50,000 mow 
respectively. A system is to be adopted for contributing 
free labour in support of Socialist construction, on a number 
of labour-days, and each person is to contribute five to 
seven free labour days and help in all kinds of farm work. 
The entire PLA personnel shall be mobilised and organised 
to take part in campaigns to eliminate the four pests (rats, 
sparrows, flies and mosquitoes), so that within the present 
year they will be basically wiped out from all barracks. 
They must also help the people to do the same thing. 


Troops should also take an active part in planting trees 
and engage in afforestation activities. All barracks are to 
be~landscaped with more trees. And when highways or 
railways are built they should be lined with trees on both 
sides. Troops must assist in the collection of human*manure 
from the barracks and follow the same rules as the local 
people in the disposal of garbage, and keep the surroundings 
clean. Military establishments are also required to take 
part in the protection and breeding of livestock and strictly 
to prohibit the slaughter of draught ‘animals and calves. 
Army vets. are to help the local farmers and help the APCs 
to train their own. 


The Army are expected to help in any natural calamity 
or emergency, help in the setting up of schools and take 
part in wiping .out illiteracy, while their movie projector 
teams, cultural troupes, and amateur cultural groups should 
tour the districts and entertain the people. The Army 
signals are expected to assist in establishing broadcasting and 
telephone networks in rural districts, and the mechanical 
workshops are required to help in repairing agicultural tools 
and machines. When the Army build a power station for 
their own needs, they are expected to provide as far as pos- 
sible for supplies to the local inhabitants and APCs. They 
are also expected to educate soldiers about to be demobbed 
in order to prepare them for Socialist construction, so that 
when they return home they will become the backbone of 
the APCs. Care is to be taken to see that every tank 
crew, truck driver, mechanic, telephone operator, or hygiene 
serviceman when demobilised is sent to a production post 
which most needs him. Army officers are also expected to 
encourage their wives to join the local APCs or take up other 
productive labour. Army units are also required to main- 
tain regular contacts with local APCs, jointly take part with 
them in celebrations or parties and foster contacts of “ad- 
vanced models” on both sides. 


CHINA’S HANDICRAFTS INDUSTRY 


China is famous for her handicrafts, and this branch of 
national activity is te be transformed like all else and at 
an increased pace. A national conference on handicrafts co- 


34 operation called for the acceleration of co-operation in 


4 trades where it was most feasible, especially those intimate- 
ly connected with the people’s life, agricultural production, 
It also called for over-all plan- 
ning of the Socialist transformation of handicrafts at all 
levels and the rapid building of organs of leadership of 
handicrafts, the training of backbone elements, the trans- 
“| formation of whole trades in groups, etc. The conference 
4 also passed a variety of other detailed resolution dealing 
with the methods of transformation. 
It was revealed that China had already created more 
| than 70,000 handicraft co-operative organizations, of which 
more than 20,000 were in every way producer co-operatives 


of a Socialist nature. Some 25.47% aré members of co- 
operatives and aid teams. They account for-over 27% of 
the total output of handicrafts, while the producer co-ops, 
which are Socialist outright by nature, account for more 
than 63% of the total output of all the handicraft co-opera- 
tive organizations. The jade and stone-carving trade of 
Shanghai, the red stone trade of Weifang, the bambooware 
trade of Linching, and the fur and skin and knitwear trades 
of Peking have been brought under the organization whole- 
sale. Over 80% of these handicraft co-operatives have been 
consolidated. In 1954 and the first half of 1955 handicraft 
co-ops produced over 105 million items of farm implements 
for the peasants. In many places the handicraft co-ops set 
up permanent farm implement fitting shops and mobile fit- 
ting teams .to help the peasants in general and the organised 
peasantry in particular. Many co-operatives sponsor the 
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setting up of night schools, nurseries, free hospitals, clubs 
and other welfare bodies.-.Some have been technically re- 
moulded and employed semi-mechanised and mechanised pro- 
cesses in production. The Shanghai steel bedstead and vehicle 
parts producer co-operative, for example, has developed from 
a workshop with only three hammers into a co-operative fac- 
tory that employs more than 200 people and is operated 
in the main with machines. 


Many applications had been received for organizing pro- 
ducer co-operatives and teams in 1955 but few had then 
been approved and the People’s Daily in an editorial said 
that this situation on which the leadership lagged behind 
the people must be reversed at once. It estimated that 
some three million craftsmen could be embodied into proper 
producer co-operatives and teams after a certain education 
and re-organization. The superiority of co-operation had 
been brought out by the handicraft co-operation of past 
years, particularly by the old co-operatives energetically 
reorganised and consolidated in 1955, and all this created 
conditions for large-scale development. 


There were many difficulties, nevertheless. Two-thirds 
of the hsien areas and municipalities had not yet set up 
leading organs of handicrafts. Rightist and conservative 
ideas were prevalent among the cadres, and there is a 
shortage of backbone elements. Nor can the lack of equili- 
brium between supply, production and sale be Solved with 
a single stroke. The quality of the products is not fixed 
or is not high, and the varieties of products are inadequate. 
There are problems of administration and of technology, 
which are still to be improved. But it is argued that all 
such difficulties can be overcome. Over-all planning of co- 
operation in handicrafts, therefore, is to be carried out for 
whole provinces and divisions below this, and it is to be 
“positive and reliable.” ‘The basis of planning is trade 
planning, and Peking goes into considerable detail in advis- 
ing all and sundry how to go about it. The federations of 
co-operatives in the large and medium cities and handicraft 
centres are required to set up special federations of co- 
operatives according to trade or comprehensive federations 
of co-operatives according to trades more or less of the 
same character, and cadres be assigned to them. Demobilised 
servicemen and middle and primary school graduates are 
to be absorbed in them and given short-term training in 
order to foster the backbone elements for building the co- 
operatives, and create accounting, planning and statistical 
cadres. Party committees and Government offices at all 
levels are called on to strengthen their leadership over the 
movement for co-operation in handicrafts and solve the 
difficulties bound to arise in the process of co-operativiza- 
tion. 

At the end of 1955 the over 70,000 handicraft producer 
co-operatives in China had a total membership of more than 
two million. That is about 27% of the total value of pro- 
duction of all individual handicraftsmen in the country. 
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More than 20,000 of these HPCs are of a completely Social- 
ist nature, with a membership of 856,000, or 42.8% of the 
total of organised handicraft workers. Their value of pro- 
duction constituted 63.3% of the total production of or- 
ganised handicraftsmen. Over 80% of these HPCs (or 
teams) have been consolidated and the rest ‘can alSo stand 
on their own feet. Most of them have accepted contracts 
from State commercial enterprises or supply and marketing 
co-ops for the processing or manufacturing of goods or for 
the State purchasing or underwriting of their products. 


They have also established those systems of Red magic 
known as “democratic” management and production manage- 
ment, strengthened planning, raised productivity, improved 
quality, and lowered cost of production, and have all ac- 
cumulated communal funds, with which in some places tech- 
nical reforms have been carried out and a certain amount 
of machinery or power-generating equipment acquired. They 
produced over 100 million large and small farm implements 
in the year, set up 5,571 farm implement repair stations, 
and, in Hopei Province alone, repaired more than a million 
farm implements. A writer in the Kuang Ming asserts that 
the HPCs have fully shown the superiority of co-operative 
organization and have exercised “an extensive and profound 
influence upon handicraft workers throughout the country, 
acting as a great motive force and a good example-in urging 
them to follow the Socialist path.” They have also accumu- 
lated experience in establishing and running co-operatives 
and trained a great number of cadres, thus laying, the 
foundation for the large-scale development of the handicraft 
co-operative movement. 


Old co-operatives have been continually expanding and 
large numbers of new co-ops have been set up. A new phase 
ef co-operativization of a whole district, or the whole of a 
particular line of trade, has commenced, requiring bold 
leadership on the part of the cadres. As handicraft pro- 
duction is comparatively centralised and handicraft tools 
are simple, it is argued that it will be relatively easy to 
change the system of ownership, and also to carry out social 
and technical reforms fairly rapidly. Success must first be 
made of plans for the organization of co-operatives accord- 
ing to particular trades. Serious attention is also required 
to making arrangements for prqduction after the co-ops 
have been organized, and from the very first day. Former 
supply and marketing relationships are not to be cut off, 
output should not be diminished, and standards of quality 
should not be lowered. On the basis of developing pro- 
ductivity, and increasing communal funds, the members’ 
material and cultural life must also be improved. 


These views formed the basis of discussion at a meet- 
ing in Peking called jointly by the Central Handicraft In- 
dustry Control Bureau and the preparatory committee of thé 
All-China Federation of Handicraft Producer Co-operatives, 
which studied a number of essential problems on the re- 
organization of the handicraft industry in the urban areas. 


REPORTS FROM CHINA 


May Day Celebration in Peking 


On May i, half a million Peking residents paraded 
through Tienanmen (Gate of Heavenly Peace) Square shout- 
ing “Long live peace!”, “Long live Chairman Mao!” and 
“Long live the Communist Party!”. Other slogans were 
“Long live the unity of the people of the world”, “Long 
live Marxism-Leninism”, and “Long live the Chinese People’s 
Republic.” There were no yells for Russian leaders. Mayor 


Peng Chen in opening the mass demonstration called on the 
people to strive for the fulfilment and overfulfilment of the 
5-year plan, the liberation of Taiwan and the lessening of 
world tension. Nothing was said on Sino-Soviet relations. 
As usual, Chairman Mao and other leaders of the Chinese 
Communist Party reviewed from Tienanmen the marching 
columns of workers, peasants, athletes, students and people 
from all walks of life. The parade, however, had a difference 
from past years—no portraits of Communist leaders were 


/| of sugar beet. 


4 textile and tile manufacturing industries. 
=) engineers and technicians to China to study Chinese experi- 
j ences in the production of silk textiles, rugs and carpets 
f) and paper, and will also get acquainted with the manufac- 
"| ture of fountain pens and ink and participate in the research 
%| work on tropical equipment. 
|, data on the production of acid fluoride. 
®| tions will be established between similar scientific institu- 
, tions in the two countries. 
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carried. The only portraits to be seen were one of Mao 
below the balcony on which he stood and those of Marx, 
Engels, Lenin and Stalin! 


Foreign Trade 


’ During the past six months, China shipped B 
Vietminh and Singapore 50 units of varie a F cataas 
chinery including knitting machines, cigarette rolling ma- 
chines, _ diesel generators, direct current welders, shapers 
and universal grinding machines. Textile machinery plants 
in Shanghai are now producing spinning frames and looms 
for Burma and other countries in SE Asia. China and the 
Sudan recently agreed to take necessary measures to pro- 
mote mutual] trade to make payments for the trade between 


5) the two countries with money accepted by both countries 


(clearance will be made according to the general interna- 


€ geal practi¢e) and to exchange commercial representa- 

ives. 
§ ing to £4 million covering cotton yarn from Egypt in ex- 
g|' change for exports of Chinese rolled steel, machinery and 
3) vegetable oil. 


With Egypt, China concluded transactions amount- 


e il. A trade agreement was signed with Cam- 
bodia covering the exchange of goods amounting to five 


() million pounds sterling. Payments will be made through 
1th oa Bank of China and the National Bank of Cam- 
H ia. 


Sino-Polish Technical Cooperation 


A protocol on further expansion and strengthening of 


ij technical and technological cooperation between China and 
| Poland was signed recently in Warsaw. Poland will extend 


technological assistance to China in machine building, metal- 
lurgy, coal and coke, building material, chemical fertilizer, 


j) light industry and food industry. China will send engineers 
| and technicians to Poland to study its experiences in coal 
) and coke and sugar refining industries. 
lj) technical data concerning the opening of quarries and tech- 


Poland will supply 


nical. planning for chemical fertilizer factories and will also 
send advisers and specialists to China to help in the planting 
Chinese technological assistance to Poland 
will be in the fields of water-conservancy, non-ferrous metal, 
Poland will send 


China will furnish teclmical 
Cooperative rela- 


Progress in 5-Year Plan 


China’s total industrial output went up 65% in terms 


| of value in the past three years, Vice-Premier Li Fu-chun 
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Industrial Developments 


_ Light Industries: China’s light industry is several 
times greater than in 1986. Compating output in 1955 
with that of 1936, machine-made paper is up 6.5 times, auto- 
mobile tyres 17.7 times, cigarettes 2.4 times and wheat 
flour 1.8 times. Production of consumer goods increased 
in some cases by 100% since 1953. Minister of Light In- 
dustry, Chia To-fu, claimed that part of the proceeds of 
light industry during the past three years was enough to 
buy over one million 25 H.P. tractors, a number sufficient 
to bring all existing arable land in China under mechanised 
cultivation. Chia further boasted that foreign exchange 
obtained in 1955 from exports of edible oil, frozen pork, 
eanned godds, tobacco, vacuum bottles etc. was twice as 
great as in the previous year. 


Gross output of drugs and medical equipment by state 
enterprises this year will be 47% above last. China is now 
putting out 140 kinds of drugs compared with only 30: in 
1949. They include penicillin, syntomycin and _ rimifon. 
Last year there was a 173-fold increase in the output of 
penicillin and an eleven-fold increase in sulfa drugs com- 
pared with 1952. China is now self-sufficient in sulfathia- 
zole, chloroquine hydrochloride and antimony potassium 
tartrate which is used in treating schistosomiasis. With 
the establishment of 30 pharmaceutical plants and work- 
shops since 1950, China’s output of modern drugs and 
medical equipment last year registered a 14-fold increase 
over 1949. China can now manufacture 500 kinds of medi- 
cal equipment including X-ray and shortwave diathermy 
machines. 


New Products: The First Motor Car Plant in Chang- 
chun turned out its first group of chaSsis on May 1. 240 
chassis will be produced this month. The Harbin Electric 
Instrument Plant has started to produce various types of 
precision electric meters and instruments for motor cars 
as well as for other industries and scientific research. China 
has succeeded in extracting iodine from by-products of salt 
at a salt field in Szechwan. At preSent iodine for medical 
use is imported. An iodine extraction plant will be built 
near the salt field. China’s first grand piano was. com- 
pleted recently in Shanghai. Professor Fan Chi-sen, lead- 
ing pianist who tested the piano, claimed that it was highly 
satisfactory. 


New Piants: Industrial projects now under construc- 
tion in China include following new plants: an oil refinery 
in Lanchow which will process crude oil from Yumen Oil- 
fields and will turn out aviation and motor car fuels, diesel 
oil, lubricating oils, cylinder oils, spindle oil and other pro- 
ducts; an automatic film laboratory in Peking which will 
develop and print 60 million metres of film a year (this 
is eight times the present annual amount of ‘film handled 
in China); 20 building material plants and machine repair 
plants in Paotow; a cement plant in Kunming which will 
produce 300,000 tons of cement each year; a cork plant 
in Kweichow which will handle 1,000 tons of cork tree bark 


claimed (the first five-year plan scheduled a 98.3% increase 
' jin industrial production). In addition, 270 new and re- 
»| conditioned major industrial projects had started produc- 
®) tion. Li Fu-chun also boasted that targets set in every 
| field for the last three years had been surpassed: agricul- 
+ tural ‘output had risen by 13%; rivers that posed serious 
/ menaces brought under control; wasteland and hills re- 
i) claimed; communications and transport system was now 
| handling 67% -more freight than three years ago; 2,640 
© kilometres of new railways and 6,900 kilometres of roads 
| built. By the end of March this year, nine out of every 
| ten peasant households were in agricultural cooperatives, 
° 55% of which were of a fully socialist nature. 88% of 
| China’s handicraftsmen had - joined producer cooperativess 
/ Joint state-private industry now accounted for 92% of total 
4 output. 75% of private commerce had come under joint 
4) state-private ownership. “All this is proof that the first 
five-year plan not only can be fulfilled but will definitely 
be exceeded,” Li concluded. 


a year; and a heavy machine tool plant in Wuhan which 
will turn out various types of high-grade lathes. 


The Power Industry: Peking claimed that China’s 
power industry produced 12,100 million kilowatt hours of 
electricity last year, 2.8 times that of 1949. Power- 
generating installations with a total capacity of 1,020,000 
kilowatts were built during past 6 years. Peking estimated 
that electric output by the end of 1957 would be 7% higher 
than the five-year plan target of 15.900 million kilowatts 
of electricity. New power plants with a total capacity of 
over two million kilowatts will be completed by 1957. Water 
resources of the Yellow. and Yangtze rivers will be put to 
full use in the future, generating equipment of 150,000 
kilowatts or even greater capacity will be used and high 
tension transmission networks of upwards of 400.000 kilo- 
volts installed. Atomic power stations will be built and 
automatic and remote control introduced in the industry. 
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Ambitious Production Targets: Over 700 outstanding 
light industrial workers recently gathered in Peking to dis- 
cuss production methods and targets. Following are some 
ambitious pledges made by leading delegates: Power plant 
designers pledged to save 5,000 tons of rolled steel this 
year in designing new thermopower plants in addition to 
the 7,600 tons of steel that will be saved by using ferro- 
concrete posts, instead of steel towers, for 110-kilovolt 
transmission lines. The désigners will also save 10.000 
tons of cement in their new designs for 1956. Builders 
of thermo-power stations premised to cut as much as 30% 
off the time required to build plants of upward of 50,000 
kilowatts. They would also economise on steel and other 
building materials while guaranteeing good quality. An- 
shan workers plan to turn out this year 140,000 more tons 
of pig iron, 220,000 more tons of steel and 200,000 more 
tons of rolled steel above the slate assigned targets. Sugar 
refinery workers pledged to produce 80,000 tons of sugar 
above plan this year. Vegetable oil pressing workers 
guaranteed to complete their five-year plan targets ahead 
ef time. The 1956 goal is 120,000 more tons of vegetable 
oil than planned. Workers from distilleries and breweries 
boasted that a total of 125,000 tons of grain could be saved 
this year. Tne paper mill workers set the target of pro- 
ducing 23,000 extra tons of paper and puip with the exist- 
ing mechanical equipment. Rubber industry workers an- 
nounced that they would make truck tyres last greater 
mileage. Nothing specific, however, was mentioned on how 
these ambitious targets could be achieved. 


Agricultural Output 


Yunnan’s kapok acreage will be extended to at least 
2,000 hectares this year. One thousand kilogrammes of 
improved Kaiyuan kapok seed has been supplied by govern- 
ment. Ramie production in Hupeh this year will reach 
180,000 kilogrammes, or one third more than last year. The 
province plans to increase the acreage for ramie by 20,000 
hectares this year. The total grain output of Kirin this 
year is expected to be 6.6 million tons, am increase of 15.78% 
over last year. ‘The total grain production of the pro- 
vince last year reached 5.7 million tons, which was 390,000 
tons more than in 1954. Eighty-three per cent of the 
wheatland in Heilungkiang has been sown this year to high- 
yielding varieties of seed, which are capable of producing 
10%-20% more grain. High-yielding varieties of seed will 
also be sown in most of 1.5 m hectares of soya hean fields 
in the province. Inner Mongolia has planted to sugar-beet 
9,600 hectares, that is a quarter more than last year. This 
year’s output is expected to increase by 68,000 tons. In 
addition to the modern sugar refinery with an annual capa- 
city of 22,000 tons which started operation near Paotow 
last October, a new one will be built at Huhehot. 


Advance purchase of this year’s spring tea crop by the 
state has exceeded the original plan by 17% and is three 
times that of last year. In Chekiang output of Lung Ching 
tea grown near Hangchow will reach 290,000 kilogrammes 
this year, a one-third increase over last. In Kwangtung 
and Yunnan the output of high-quality tea will be increased 
by 30% over last year. 97% of State target for advance 
purchase of cotton this year has been fulfilled. This is 
60% better than last year. 


Water Conservancy Work 


China’s irrigated area will be extended by 12.6 million 
hectares this year, bigger than the total increase made from 
1949 to 1955. 25% of China’s 109 million hectares of 
farmland are already provided with irrigation facilities. 
By the end of the third five-year plan in 1967, the propor- 
tion would be 85%. Five more reservoirs along the Huai 
River, the first of China’s major river.to be harnessed, will 
be completed this year and work will continue on other 
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projects already started along the Huai, Yangtze and Liao 
rivers. Intensive preparations are being made to start work 
on the reservoir at Sanmen Gorge in the Yellow River har- 
nessing scheme. By 1959 the Sanmen Gorge Dam will be 
high enough to hold the Yellow River in check in the high 
water season, supplementing the present dyke system and 
so ending the flood menace. By i962, a reservoir would 
be completed along the Han River and work would be 
started on another reservoir along the river’s main course. 
By the end of the next 12 years, not only will waterlogging 
be fundamentally wiped out in the whole of China, but soil 
erosion will be brought under control. 


Communications 


All the eight foundation piers of the Yangtse River 
Bridge will be completec by the end of this year. The 
railway on the north bank has already been extended to 
the north end of the bridge and the railway road bed on the 
south bank stretched te the south end of the bridge. In- 
stallation of steel girders will begin in June this year. The 
Yangtse River Bridge is a double-decker road and rail bridge 
with a main span of 1,000 metres. The rail section of the 
bridge was originally scheduled to be ready for traffic in 
1958 and the road section in 1959. When completed, it 
will provide through traffic for the trunk railway line from 
Peking to Canton. A 221-metre arched bridge across the 
Yellow River was completed last month. This is a key 
project in the construction of the 1,100-kilometre Paotow- 
Lanchow Railway which will link the Northwest with Inner 
Mongolia. Surveying for a 500-kilometre section along the 
projected Lanchow-Sinkiang Railway has been completed. 
The section runs from Yumen to Hami. Blue-prints for this 
section will be ready by June. The 2,800-kilometre Lan- 
chow-Sinkiang Railway will become the western part of 
China’s first east-west cross-country railway. Tracklaying 
on 806 kilometres of the line, from its starting point, Lan- 
chow, to Yumen will be completed by August. Construc- 
tion of a new 211-kilometre railway has begun in Fukien. 
The railway starts from Nanping, crosses many mountain 
ranges as well as the Min River, touches at Foochow and 
ends at Kwantow. Construction of two long tunnels for the 
projected Szechwan-Kweichow Railway has begun. The 
340-kilometre railway is one of the three on which work will 
be done this year im Southwest China. Preparations are 
now underway to restore the section of the Yunnan-Vietnam 
Railway from Pesechai in Yunnan Province to Hokow on the 
border of Vietnam. This 177-kilometre section was serious- 
ly damaged during the War; when restored, trains will reach 
Hokow direct from Kunming. It will become the second 
railway from China to Vietnam. 


Construction of a 385-kilometre highway has begun in 
Northwest China. When completed in November this year, 
this highway will shorten nearly by half the distance be- 
tween Lanchow and Sining. 


Successful flights between China and Vietnam were 
made last month by the Civil Aviation Bureau of China. 
This airline stretches from Canton via Nanning to Hanoi. 
The line, 852 kilometres in length, is covered by plane in 
three hours and 50 minutes. Regular service will be in- 
augurated shortly. 


A survey of routes for over 1,000 ‘kilometres of tele- 
phone lines in Sinkiang has been completed. Work has al- 
ready begun on a network of lines at the outskirts of 
Urumchi. Altogether 4,400 kilometres of telephone lines 
are being projected for Sinkiang. Peking announced that 
long-distance telephone and telegraph facilities will be pro- 
vided in every county and town in the country this year. 
By the end of last year, the total length of the couptry’s 
long-distance tele-communication lines was more than 
double the 1949 figure. 
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BACKGROUND TO POLITICAL DEVELOPMENTS 
IN SINGAPORE 


April has been a month of soul-searching for Singapore. 
The Merdeka Rally had proved the dangers no less than 
the urgencies of independence and made the problem of 
internal security the prime test of the readiness for advance 
towards self-government which it has continued to be in 
the London talks. In spite of Mr. Lee Kuan Yew’s state- 
ment in the Legislative Assembly that Merdeka or no Mer- 
deka, Malayanisation must go on, Malayanisation neither 
had the priority in the public mind over internal security 
nor brought the same discussions and differences between 
the parties in the Ali-Party mission. Constitutional issues 
—the increased number of elected members in the Legisla- 
tive Assembly, the ending of official membership, the effect 
of full self-government on the Governor’s reserved powers— 
roused no interest. The issue remained how could inde- 
pendence be achieved without diminution of the safeguards 
for internal security. New issues are in the demand of the 
minorities for safeguards—a demand never heard before 
the hooliganism of the Merdeka rally. 


Some Malays began an anti-Merdeka campaign which 
collected 6,000 signatures. Bitter attacks of UMNO leaders 
in the Federation and Singapore were made against the 
Chinese hooliganism. UMNO leaders: were forced to ask for 
a guarantee of Malay rights which by implication. became 
‘a guarantee of their privileges as “sons of.the. soil.” A 
factor which contributed to this was the publicly expressed 
reluctance of the Federation Chief Minister particularly in 
a speech in Bangkok to accept Singapore even as another 
unit in the Federation. The Eurasian Association and the 
Malayan Indian Congress also asked for protection of 
minority rights, backed if neeessary by Commonwealth 
troops. The emphasis on differences of view on internal 
security have not only magnified their extent but obscured 
the large area of agreement. The Chief Minister has never 
wavered from his view, which his visit to India last Decem- 
ber only served to confirm, that Singapore must remain 
within the Commonwealth and must fight the attempts of 
Communists to control Singapore, all the more because of 
Communism’s strategically dangerous Chinese orientation. 
Neither of these are vote-catching policies, for Chinese have 
seen the Commonwealth as giving unfair preference to 
Indians in political rights, and they are very ready to treat 
anti-Communist and anti-Chinese as synonymous. His 
government has always agreed that the U.K. Government 
should “control external defence” and have the full use of 
Singapore as a Commonwealth fort for the foreseeable 
future; Singapore should play its part “to defend freedom 
and parliamentary democracy” and that the guidance of 
the U.K. Government should be accepted in matters of 
foreign relations, other than trade and commerce. 


It was agreed too, that, although the Police Force was 
strong and a Singapore battalion would be established by 
April 1957, the date by which self-government would be 
achieved, it would be necessary for the Singapore Govern- 
ment to have the right to call in Commonwealth troops in 
an emergency. Here the difficulty arose. The Chief Minis- 
ter wanted full control of internal security, but was prepared 
to consider a Defence Council under the Governor (or 
Governor-General or High Commissioner) including repre- 
sentatives of the British services, and the Chief Minister 


and other ministers. But the question arose: could they act 
only in an emergency, or to anticipate an emergency, or as 
a regular part of Government? Could the Council initiate 
action, or only act on the invitation of the Chief Minister? 
Must it act on the request-of a Chief Minister who might 
be putting the interest of his own government before that 
of the community? What would be the balance of voting 
power in the Council? The reconciliation of the substance 
and feeling of independence with the stubborn facts of in- 
ternal security in a key military centre is difficult, parti- 
cularly when as Ceylon shows governments and _ policy 
change. And up to the time of their leaving Singapore, in 
spite of the experienced advice of their constitutional ad- 
viser, Sir Ivor Jennings, the All-Party Mission had not 
reached agreement among themselves in this issue. 


The Chief Minister made his case clearly, calmly and 
convincingly in his speech to the Assembly on April 5th 
when a motion was unanimously passed defining Singa- 
pore’s aims as “the immediate status of an independent 
territory within the Commonwealth’. He began with a 
quotation from the Washington declaration in favour of 
self-determination. He quoted the Merdeka campaign as 
proving the will for independence. (On his trip to London 
he. took books containing over 167,000 signatures). They 
wished to remain within the Commonwealth “a United Nation 
within a United Nations—a more efficient instrument be- 
cause the close day-to-day relations of the individual mem- 
bers make for a practical partnership”. Singapore’s com- 
mercial and strategic links too were with the Commonwealth. 
The problem of the external defence of Singapore was 
wrongly defined by many. ‘The primary factor is the de- 
fence of the other member of the Commonwealth and the 
allied nations from Singapore, and not the defence of Singa- 
pore. As Singapore is vital to free world strategy it would 
be “unreasonable and impractical to refuse its use as a 
fort”. He believed that parliamentary democracy was the 
“first political institution for the full development of a 
people .... an institution worth fighting and dying for.” 
Moreover Singapore must shoulder the obligations as well as 
the privileges of its unique geographical position and re- 
member too the contribution of the armed service to the 
economy of the island. On external affairs he said “In 
matters of peace and war, in all major matters which affect 
the external defence commitments of the Commonwealth, we 
are prepared to agree to aecept the advice of H.M.G. and 
to follow it”. 


For internal security, Singapore had its police force, but 
the Royal Malayan Navy it maintained was primarily de- 
signed for assistance to the Federation in the Emergency, 
and was not trained to be of assistance in maintaining in- 
ternal security. He proposed therefore to have a Singapore 
Battalion by April 1957, but the need would remain for an 
arrangement by which British forces could be available 
in support. There might be a countervailing demand for 
some U.K. control over the “normal conduct of internal 
security”. This was and still is the basic issue and Mr. 
Marshall’s words should be quoted in full “Our view is 
simple. To cede any control over internal security is to 
make a mockery of independence. We are, or we are not, 
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free and if H.M.G. insists on control over our internal 
security Force, the Labour Front will be no party to any 
agreement that may be arrived at’. A guarantee that the 
defence installations would not be prejudiced by a break- 
down in internal security was being considered, but they 
would approach this range of problems with the “utmost 
reasonableness”. 


He then gave answers to some of the objections raised 
to the granting of independence. The first was the argu- 
ment of “Colonel Blimps” that Singapore was their creation. 
But he said, it was due first, to its geographical situation 
and to the amazing adaptability, mercantile acumen and 
vitality of our people”. He “conceded freely the part that 
British administrative traditions, commercial acumen and 
capital had played” but “to seek to hog the whole credit is 
a shameless perversion of the truth of the magnificent co- 
operative effort between the various races, Eastern and 
Western, residents in this island for more than a century”. 
An argument applied to an island of transients could not 
be applied to an island of domiciled. He then referred to a 
letter addressed to him by a group of European business 
men in reply to the anti-European strain in the Merdeka 
campaign: “We need the activities of British capital and 
British capital needs the outlet of the facilities of Singapore. 
We can both benefit, and benefit richly, if there is a states- 
manlike acceptance of the realities, and a genuine desire for 
friendly and honest co-opération”. 


To those who urged links with the Federation, he said 
that this had been their constant and urgent concern, but 
the Federation had deferred joint consideration of the issue. 
Though denied their wishes in that direction, the fact re- 
mained that “desire of a merger is concurrent, but not 
subservient to our design for freedom from colonialism” and 
on achieving independence they would still hope for union. 
Some had criticised the pace of developments, but they had 
come to believe that it was only after the issue of colonialism 
was laid, that they could fight wholeheartedly and single- 
mindedly against Communists—the “true enemy of the 
people”. You cannot say “Go slow” to the chicken pecking 
its way out of the egg. “To go slow in these circumstances 
would mean death”. Only freedom can mobilise “a mass 
dynamic effort to meet the peril already within our gates.” 


He then referred to the new minority fears aroused 
by the turn of events at the Merdeka Rally. “Merdeka does 
not mean the replacement of English arrogance by Chinese 
arrogance, English rule by Chinese rule—but by the rule 
of the people of Singapore of whom the majority are Chinese”. 
Their influence would be predominant but it must not be 
assumed that “berserk with the wine of power” they would 
seek “the destruction of legitimate minority interests”. He 
admitted that the injection of Communism made the pro- 
blem more difficult by their attempt to prevent the iden- 
tification of the Chinese with Malaya. But the answer was 
not to remain a Colony, but to act as one to bring a loyalty 
to Singapore to meet the charges. “I hate Colonialism I 
have lived under it all my life. I hate Communism because 

. . it is a more vicious and more brutal form of colonialism. 
If I thought that independence would bring about the 
tyranny of Communist, I would fight Merdeka”. This 
theme was echoed not in this debate but in a later discus- 
sion in Malayanisation when to the enthusiastic support of 
of the government benches, Mr. Lee Kuan Yew said: “We 
stand for an independent, democratic, non-Communist 
Malaya and if the Communists want to force this ‘country 
to be Communist, we shall fight them”. 


Council. 


SAR EASTERN 


Economic REVIEW 


The Chief Minister’s motion was seconded by Mr. Lee 
Kuan Yew. He too accepted the new Commonwealth. No 
country except the U.S.A. and the U.S.SR. could stand 
alone: all must belong to some regional power group. “As 
long as it is to the interest of countries like India, Pakistan 
and Ceylon to stay within the British Commonwealth, it 
might be to our interest to be part of this co-operative ex- 
perimental enterprise”. If membership was to Indian ad- 
vantage, “there is no reason why 7,000,000 Malayans should 
not continue on a friendly basis, the association of trade 
and commerce, and other cultural activities that have existed 
for over 100 years between us and the British’. He re 
peated his analysis that if British power remained, nationa- 
list and Communist would join to attack it, but, if it were 
removed, the nationalist would be able and strong to fight 
the Communist. Looking to India again where the de 
mocratic evolutionary way had been possible, he said that 
the nationalist movement had primacy in time in India, but 
jn Malaya, Communism had that advantage. It was in the 
light of the forces which had shown themselves over to the 
past year that the PAP had modified their tactic, but their 
basic aim remained an independent, democratic, non-Com- 
munist Malaya: “independent, because we want to get rid 
of the British or anybody else who wants to run this country, 
democratic, because we want to elect our leaders by popular 
and free elections; non-Communist, because we want free 
elections, not a choice on a straight one-Party ticket, and 


because we do not want to be involved in a fight between 


two world power blocs and power ideologies”. 


Meanwhile they agreed to go part of the way, but the 
new agreement could only be a transitional phase on the 
way to independence which he hoped would be with the 
Federation. This then was later to be developed at the 
Airport on his departure for the London talks when he said 
they were seeking 75% independence. 


Then again as in the Assembly he claimed that with the 
Federation, there would be sufficient power in the two terri- 
tories to maintain their own external and internal defence 
and therefore their own independence. 


When the Liberal Socialist members spoke on the second 
day of the Legislative Assembly debates they emphasised 
the difficulties of maintaining internal security in an inde- 
pendent Singapore. Mr. John Ede, after an interesting. first- 
hand contrast of India at the time of the coming of inde- 
pendence and Singapore at its similar stage, estimated that 
to maintain its own security Singapore would need five bat- 
talions at a cost of $50 million to equip and raise, apart 
from the cost of maintenance; and they could not be raised 
quickly. There must for some time be the support of 
British and Commonwealth troops, and a joint Defence 
Mr. Lim Koon Teck urged the- need for safe- 
guards against subversion. This meant that, in return, the 
British Government must have some say in the maintenance 
of internal security. Mr. Sutherland said he did not wish 
to oppose self-government if it was the wish of the people, 
but indicated his doubts of the ripeness of Singapore’s poli- 
tical development. It was a speech which provoked the 
Chief Minister to strong criticism, but his main criticism 
was of the Liberal-Socialists, who he said, had brought out 
new reServations not made clear in their previous discus- 
sions. In spite of the note of difference, on which it ended, 
the motion was passed without opposition, the 3 official 
members and Mr. G. A. P. Sutherland abstaining. The 
differences revealed wére not cleared up before the Mission 
left, but this ensured that discussion was rightly concerned 
with the key issue in principle and practice. ; 


May 24, 1956 


CHINESE EDUCATION 


; _ The Labour Front Coalition Government achieved a 
major success in winning support for its White Paper on 
Ghinese Education. It is based on the report of the All- 
Party Committee on Chinese Education which was set up 
under the Chairmanship of the Minister for Education, Mr. 
Chew Swee Kee, after two schools were closed because of 
student participation last May in the riots arising out of 
the Hock Lee Bus Dispute. The report was a courageous 
one in facing up to the difficulties of Singapore’s most crucial 
problem, where the issues of its young population, of Chinese 
loyalties and of Communist penetration were explosively 
intermingled in a sphere of culture where emotions are easily 
swayed, liberal ideas are congenial, and police surveillance 
however essential, dcmoralisingly conspicuous, out of har- 
mony, and consequently vulnerable. There was constant 
political pressure on government to delay publication and 
decision, and’ even when the White Paper was published, 
to delay debate. Chinese opinion sensed an era was over; 
they were reluctant to change yet had only vague appre- 
hensions rather than solid argument against accepting the 
logic of facts; and it will take some time before the applica- 
tion of the principles are agreed without the injection of 
the old urge to keep the Chinese schools as something 
purely Chinese and out of the sphere of public policy; even 
of a government elected by an electorate which is 60% 
Chinese. 


After a retrospective summary of the development of 
education policies and administration since the liberation, 
the report defines the two present problems; first, “to re- 
concile the elements of diversity which arise from the multi- 
racial structure of the population; and secondly, to cope 
with the phenomenal increase in the population of school- 
going age”. The political axiom which shapes the solution 
of these problems is defined. “The future of Singapore 
depends on the triumph of those forces which are trying to 
build a Singapore of Malayan nationalism, and it is in our 
schools that the foundations of that nationalism must be 
built. . . . The Government will not support any school 
which lacks this emphasis on a common Malayan loyalty”. 
The practical answer is not a common type of school with 
ene common language. Policy must be based on an “equal 
respect for the four principal cultures of Singapore”. 
Parents therefore should choose the language group of the 
school to which they wish their children to go. The parents 
of those attending English schools should choose their second 
language. Those in Chinese and Tamil schools will general- 
ly be taught English “because it is the most widely used 
of all language—the language of diplomacy, of world trade, 
of technical and higher education”. The decision will be 
voluntary and some may choose Malay, but there is a great 
shortage of Malay teachers, which neither the Federation 
of Malaya nor Indonesia can help Singapore to meet. The 
All-Party’s proposal of teaching three languages will only 
be tried out on a limited experimental scale because of the 
shortage of good language teachers and the poor quality 
of teaching™vf vernacular languages in English schools, and 
vice versa. The aim is the teaching, of the language so that 
students can speak, write and understand the language 
readily; and not to teach other subjects in the language, 
as was at one time thought possible. Text-books will be 
Malayanised; and civics and religious or ethical instruction 
will be given. 

To ensure the carrying out of this policy a general 
Education Ordinance will be passed to apply to all schools, 
and new Grant Code and Regulations drawn up with con- 
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Sequential re-organisation of the Education Department. 
Partial aid to schools will cease, and full grant-in-aid and 
the same degree of central control will apply to all aided 
schools. To qualify for a grant, the school must have a 
Committee of Management under a constitution which pro- 
vides for the maintenance of discipline, it must not be run 
for profit, the Registrar in the Education Ministry respon- 
sible for the administration of the new System must approve 
the appointment and dismissals of teachers, and the school 
must reach certain minimum educational standards. The 
White Paper anticipates opposition to the regulations, but 
emphasises that if regulations are necessary, they must be 
applied equally. To bring the Chinese teachers into the 
scheme without a feeling of inferiority in status and pay, 
a full enquiry will be made into the equivalent qualifica- 
tions, and the training recently inaugurated of Chinese 
teachers at the Teachers Training College will be expanded. 
When the second College is completed, teachers in the two 
languages will train together on similar terms, and as soon 
as possible Malay an@ Tamil will come within the scheme. 


Quality and content apart, quantity is a major problem 
in itself. Up to 1959 the number of children in the primary 
school age will increase by 18,000 a year and after that 
at the rate of 12,000 a year. While 25% of the primary 
pupils in the U.K. went secondary education, academic or 
technical, the figure in Singapore is 55%. This is straining 
the teaching resources now, and the White Paper empha- 
sises therefore that “the Government is determined to admit 
to secondary schools as many children as possible who can 
profit ... but only so far as this can be done withoub the 
risk of an appreciable fall in standards”. Meanwhile there 
would be closer co-operation with employers to avoid the 
frustration of unemployment and to discuss apprenticeship 
schemes. 


The White Paper agrees that education has in the past 
been too academic in content. The Polytechnic to which 
a Principal has now been appointed, and the building of 
which will soon begin, the Department of Engineering at 
the University and the two new secondary technical schools 
nearing completion are redressing the past trends, but there 
is great shortage of technical teachers, overseas as much 
as in Singapore. The report faces Singapore’s largest and 
most crucial problem without blinking its importance when 
it sets high its aim “to unite the people of Singapore, 
through Education, to form an integrated, prosperous na- 
tion, and to this end, it seeks the maximum possible expan- 
sion of the education services consistent with the main- 
tenance of basic standards”. 


But the Paper, though based on. the report of an All- 
Party Committee, was not adopted by the Legislative As- 
sembly without question. It was presented by the Minister 
on April 6th, and he attempted to allay the fears of the 
Chinese schools, by not endorsing some of the criticism of 
them in the Paper, by assuring the teachers and manage- 
ment committees would not be adversely affected. But the 
opposition were not willing to carry on the discussion. They 
sought to postpone discussion till June, but the Chief Minis- 
ter wishing to discuss it before the London talks, would 
only agree to one week's postponement. The resumed de- 
bate led to the adoption of the White Paper. Mr. John 
Ede for the Liberal-Socialists criticised the extent of Minis- 
terial control there’ would be, although it was out of the 
indiscipline of the Chinese Middle Schools during the riots 
of last May that thé Report a¥ose. In any territory at this 
stage of its political development, and particularly in Singa- 
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MERDEKA FOR MALAYA 


The demand for merdeka in Singapore is not general; 
merdeka for the natives, the Malays, is perfectly all right 
but not for the immigrants and alien colonialists, mainly 
from China. David Marshall, the chief minister, is the son 
of a Jewish immigrant from Baghdad, who cannot well speak 
for Singapore. Only the Malay can make demands, and he 
must be heard as Singapore is his ancestral land. Many 
aliens in Singapore realise that but few have the courage 
to admit it. There are true Malayans among them—people 
who wish to stay in Singapore and Malaya, and who do not 
want to owe loyalty to any other country. . These are the 
friends of the Malays and only these can be truSted to 
work for the benefit of the Malaya of the future. 

It is heartening to see that many decent Chinese in 
Singapore express decent opinions such as the following 
from the “Singapore Standard”: 

In the Federation Malaya it is logical for the Malays 
to want to be masters in their own home. Malaya is their 
country and there are 3,000,000 Malays who can fashion 
Malaya into a Malay nation to suit ¢heir own ideas and 
dreams. But in this clamour for merdeka we hear voices 
of Chinese immigrants who have been here for less than 
ten years, particularly those in the labour unions. What 
right have these people, who sre so proud that China has 
got rid of the colonial yoke and are now on their own, 
to shout for merdeka in this country? They are here to 
work and send their earnings back home, to feed their 
families and to buy property to provide for their rainy 
day when they leave this country on _ retirement. These 
Chinese do not owe loyalty to Malaya and do not regard 
it as their home. They look upon Malaya only as their 
meal ticket. For them to join in the merdeka chorus -is 
the height of hypocrisy, besides their attitude causes suspi- 
cion to be cast on the motives of all non-Malays domiciled 
here. In a May Day rally in Penang, the members of the 
Labour Party of Malaya heard a Chinese chairman assert 
that “merdeka should not be for the high and powerful 
classes only but should bring to all working class people a 


pore, education is more than an educational problem. He 
also feared that Malayanisation might mean the end of the 
study of the great cultural creations of the cultures repre- 
sented in Singapore. He did not want a ban on Keats’s 
nightingale, because it was not of a Malayan species. ‘Mr. 
Lee Kuan Yew was critical of the emphasis on English, 
when the dominant cultures of the future would be Chinese 
and Malay; to emphasise his point he said that he had 
sent his boy to a Chinese school to save him from his 
father’s inability to speak the tongue of his race. He agreed 
that in spite of the suspicions and frustrations of the 
Chinese schools, they must accept their status as part of 
the education system of the colony, and following up 
his discussion of the position of Chinese culture in Malaya, 
agreed that in 200 years time it would have diverged from 
the main stream of Chinese culture and taken an indigcnous 
form, a salutary point when so many students cf the Middle 
Schools seek to make them replicas of those in Communist 
China. It was a realistic and forward-probing speech. 

In his speech the Chief Minister said that in a centre 
of international commerce, the international language of 
English was of special importance, and to suggest other- 
wise was playing politics at the expense of the new genera- 
tion. He described the undercurrent of opposition which 
feared the loss of an alien influence, and attacked their 
agitation as a “smokescreen which sought to confuse a de- 
cent educational programme”, again a reminder of the 
urgency and the political overtones of educational reform. 


higher and better standard of living: It should be merdeka 
for all or it would have no meaning for us.” 

We cannot see how a trade union, whose membership 
comprises a large proportion of Chinese workers, should 
have the audacity to introduce the question of national 
independence into trade union matters. This is the sort 
of idiotic action that causes confusion and resentment in 
the Malay mind. Naturally the Malays are not willing to. 
grant citizenship rights to Chinese who, in coming here to 
work for their own benefit, claim to have the right to be 
considered as Malayan citizens, Furthermore, we cannot 
see how the Malays’ fight for merdeka should have any con- 
nection with better working conditions. it would seem 
that the Chinese workers’ idea of merdeka is that heads 
they win and tails the Malays and loyal Malayans lose. Or 
do they mean that, when the British go, the Chinese workers 
will blackmail the government of independent Malaya into 
giving them the moon and the stars? The new government 
will then have no choice but to ship them back to China. 

If the domiciled Malayans do not join together and let 
the Malays know their true stand, they will lose their rights 
through being painted with the Chinese brush. It is no 
use holding rallies and showing temper. Those who are 
for Malaya must say so, and those who are not should also 
make known their intentions, so that the sheep and goats 
can be separated. This equally applies to Singapore where 
more Chinese hold high political positions than the local- 
born. That is why we say immediate merdeka for Singapore 
is unrealistic. We will find in an independent Singapore the 
Chinese ruling the roost. If the true Singaporeans do not 
assert themselves now they might as well commit political 
hara-kiri for not having the guts to come out into the open 
and fight for what they want. 

* * > * 

In Malaya the new govt wants to institute educational 
reforms so as to ensure smooth progress towards Malayan 
integration—one people, one language, one loyalty. Many 
immigrants from China oppose these reforms. They want to 
see a divided Malaya in which Chinese do as they please, 
owing loyalty to China and having little to do with the 
Malays, a people they, generally, do not hold in high esteem 
but often in contempt. Decent old-domiciled aliens think 
differently; they support the new Malayan govt, they want 
to see integration and elimination of racial strife which is 
rearing its head. It is encouraging to see that important 
Chinese papers like the “Singapore Standard” have come out 
in support of the educational reforms:— 


The Malayan Education Committee appointed by the 
Federation Government has made public its recommenda- 
tions for a system of education during a transitional period 
of ten years. For nearly a century this country’s educa- 
tional system has been geared to the British system while 
the non-English schools have been. left to their own devices. 
Though the Malay vernacular schools are subsidised by the 
Government, their standard of education is not high. The 
present divergence of political opinions and loyalties among 
the various races forming the Malayan community can be 
traced to the different types of education adopted by our 
schools. The English-educated have become westernized 
and regard the West as their spiritual haven; tHe Chinese- 
educated adhere to their traditional ideas and customs; 
while the Malay-educated flounder in the shallows and feel 
frustrated. Now the whole Malayan educational system is 
to be gradually weaned away from its foreign influences, 
and the new guiding principle is “to make Malay the national 
language of the country whilst preserving and sustaining 
the growth of the languages and cultures of non-Malay peo- 
ples in the country.” 


_ The most important recommendation made by the Com- 
mittee is a common syllabus to be adopted by all schools 
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THE MALAYAN 


j The Government-owned Malayan Railway has today 
virtually completed its 10 year post-war rehabilitation and 
this year sees the start with modernisation and development 
plans. Yet, even before one cent is spent on these new 
schemes Malaya has already the best rail service in South 
East Asia. Towards the end of 1956, the first of 20 diesel 
main-line locomotives will arrive from Britain -to replace 
the steam locomotives. At present the Malayan Railway 
owns 151 main-line steam locomotives and in time the 
majority of these will be replaced with diesels. The new 
diesels will give greater operating flexibility at lower Operat- 
ing and maintenance costs. 


However, the achievement of the full advantages of 
this new motive power is dependent upon traffic control and 
signalling being developed and modernised, and also upon 
an improved standard of maintenance of the permanent 
way to permit higher speeds of up to 60 miles an hour. 
Many millions of dollars will be spent during the next two 
and three years on these plans which have already been 
blueprinted and in some cases work has actually begun. The 
Malayan Railway is “big business” and this year expects to 
raise $65 million (Malayan) in revenue. 


When engineers saw what had happened to the Malayan 
Railway at the end of the Japanese occupation many wept. 
There had been no maintenance for four years; tracks had 
been uprooted and shipped to Japan; engines lay smashed 
and broken; and the giant railway workshops in Kuala Lum- 
pur had been blasted by Allied bombing. It was an uphill 
fight all the way to get the railway back on its feet again. 


The very fact that it has been done in 10 years—seven 
of which have been during Communist terrorist operations 
when money has been scarce and the railway has had its 
fair share of sabotage from the Communists—is in itself a 
gallant story of battling against almost insurmountable diffi- 
culties. 


no matter what language is used. In this way a Malayan 
outlook can be cultivated that will create the feeling 
among the children of all races that they belong here. 
Without this common curriculum the children of the various 
races will grow up to be strangers to one another with 
their loyalties outside this country. The Malayanization of 
Malayans is the chief aim of the new education plan, other- 
wise the question of citizenship cannot be satisfactorily 
solved. If the Malayanization of education had been the 
policy from the beginning, this country would not be facing 
so many serious racial and political problems at this moment, 
and there would not have been so many local-born aliens. 
This seems a contradiction in terms but, nevertheless, it is 
a fact that many Chinese born here do not owe loyalty to 
this country and in this context they are aliens, The existence 
of this type of Malayans has. caused Malay nationalists to 
oppose the jus soli demand by non-Malays. 


Certain Chinese can be expected to voice their dis- 
pleasure against the use of Malay as the medium of in- 
struction, and, if they do, they are being unrealistic _and 
unreasonable. It is the duty of anyone going to live in a 
foreign country to learn the national language of that coun- 
try. He cannot expect to engage an interpreter all the 
time. Since Malay is the national language of Malaya it 
is common courtesy for all living here to learn and speak 
it. It will take time for all Malayans to think on Malayan 
instead of on communal lines. 
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Today the Malayan Railway comes under the Minister 
for Transport, Colonel H. S. Lee, a graduate of Hongkong 
University. Whenever any criticism is levelled at the rail- 
way or its administration in the Federal Legislative Council, 
in Colonel Lee they have a devoted champion. More than 
once he has had to interpose and remind a critic that 
the Railway is run on commercial lines in competition with 
other forms of transport. 


Year by year the tonnage of goods handled by the 
railway increases. It is now well over 2,000,000 tons a 
year mark and still rising; and the number of passengers 
carried a year is around the 7,000,000 mark. It is interest- 
ing to note that this 7,000,000 is slightly more than the 
population of the Federation and Singapore combined. 


In its own administration, the Malayan Railway is today 
going through a major revolution. More and more Malayans 
are taking over key positions; and others are still training 
overseas. Opportunities in the railway have never been 
brighter for a smart young man whether he be a Chinese, 
Malay, Indian or Ceylonese. It has always been a combina- 
tion of these races that has made the Malayan Railway 


‘the effective organisation it is today. 


Plans are already being discussed for introducing fast 
electric trains to the several satellite towns now springing 
up on the outskirts of the Federal capital of Kuala Lumpur. 
A cheap, quick service into the capital will give a tremendous 
fillip to prospective home-buyers in the suburbs who now 
have to take into account heavy travelling expenses should 
they decide to move. 


Money, of course, is the factor on which so many im- 
provements depend. In the last seven years Malaya’s tax- 
payers have already paid out more than $1,000 million 
(Malayan) fighting and beating Communism and this will 
continue to be given first priority until the Emergency is 
over. So, for the time being, the Malayan Railway will 
have to be content with what sum they are allocated each 
year, however much it is below the figure they could use. 


All first-class coaches are air-conditioned and even 
American visitors to Malaya, used to luxury rail travel in 
their own country, have been startled at the plushness and 
comfort of the Malayan Railway. Second-class travel, too, 
is of a high standard. 


Today it is possible to board a train in Singapore, travel 
through the length of the Federation, have the coaches cou- 
pled to the International Express and disembark in Bangkok 
(Siam). This through service, which was suspended from 
the outbreak of the last world war, was resumed in 1954. 


To get to Malaya’s remote east coast, a new service 
known as the Golden Blowpipe pushes its way through some 
of the thickest jungle country in the world to reach Kota 
Bahru, the capital of Kelantan State on the South China 
Seas coast. ‘This indeed is one of the most exciting train 
journeys anyone could make in any country, passing through 
some remarkable natural scenic beauty. 


What is not generally realised even in Malaya is that 
most of the new coaches in use in this country have been 
made locally. Apart from ,the bogies, everything else is 
constructed in the Kuala Lumpur railway workshops, which 
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PROSPECTS OF THE PHILIPPINES 


By Alfredo 


Every year over 150,000 Filipinos reach the age of 
employment. Less than half of the number finds jobs, and 
the other half goes to swell the increasing backlog of the 
unemployed. At least 1.3 million Filipinos or more than 
15 per cent of those able and willing to work cannot find 
jobs. 


The combined production of goods and services of the 
whole nation, if expressed in terms of money and distributed 
equally among all, would mean less than one peso a day 
for every man, woman and child. There simply is not 
enough production to assure everyone a good share. Despite 
all the economic panaceas prescribed all these years, that 
income has been increasing if at all at a pace hardly suffi- 
cient to keep up with the growth of population. 


This then is the main tragedy of our economy—a fast 
increasing population in the face of almost static production 
thus aggravating unemployment more and more from year 
to year. 


These conditions are not new. We have had them for 
years. We were aware of these problems from the very 
beginning of our existence as an independent nation. In 
1949 we adopted drastic economic measures in order to 
improve them. The Central Bank was created, our mone- 
tary system was changed, import and exchange controls 
were instituted, and tax exemption was granted new and 
necessary industries. A series of economic surveys were 
undertaken. 


These drastic measures were all intended to achieve 
a definite purpose—attainment of real and continuous ex- 


employs more than 10,000 people. This year an additional 
33 new coaches will be built bringing the total in service to 
360. 


The railway workshops in the Federal capital are one 
of the biggest industrial undertakings in Malaya and still 
expanding. There is hope \that within the next five years 
Malaya might be able to export some of its fine home-made 
railway coaches to neighbouring countries. However, at the 
moment, and for a few years to come, the workshops will 
be operated at full-speed on turning out rolling stock for 
Malaya’s demands. When these are met it can start looking 
around for export markets, and it will not have to look far 
or long. 


Railway experts from several South East Asian coun- 
tries who from time to time have toured the workshops 
have been amazed at the excellence of the workmanship, 
Some have been visibly shaken on realising that such heavy 
industry is taking place in a young agricultural country 
like Malaya which millions of people only associate with 
rubber and tin mining. 


With justifiable pride, the Malayan people point to their 
railway—because that is what it is—and feel that they 
have really something to boast about and “show off.” 


Montelibano 


pansion in production and income and raising the standard 
of living of the people, by emphasizing industrialization 
rather than just agriculture, by providing more credit for 
development, by husbanding our dollar earnings and chan- 
neling them more and more to the importation of ma- 
chinery, necessary industrial materials, and other capital 
goods. 


What were the results? In addition to the failure to 
solve the basic problems of unemployment, under-employ- 
ment and underproduction, this is what happened in six 
years of controls. 


(1) The yearly contribution of agriculture to the 
national income increased from 40.4 per cent to 43.3 per 
cent in the past five years. Agriculture still employs over 
71 per cent of our working population while manufacturing 
has jobs for less than 7 per cent. 


(2) The level of our international reserves has gone 
down from $375 million in 1930 to only $215 million to- 
day, or a net reduction of $142 million. 


(3) Our importation of industrial machinery has 
averaged less than P40 million a year or 43 per cent of 
total imports. 


(4) Many industries have been granted tax exemp- 
tion as new and necessary industries when they are only 
assembly or packaging plants which actually make us lose 
more and more dollars in time. 


Judged by these results, the system of improved con- 
trols and tax exemption has failed miserably. The people 
entrusted to administer these economic measures failed 
completely to face the issues squarely. 


The question today: should we eliminate these con- 
trols or continue them? If our decision is to retain con- 
trols, as I believe we should, then let us use them positively 
to cut short the period of sacrifice that our people must 
undergo. Let us apply such controls to expand our pro- 
ductive capacity forgetting all the non-essentials. 


Our country is underdeveloped. For that very reason 
it has all the potentials for rapid economic growth. Its 
population can be its most valuable factor of production, 
if given the opportunity to apply its energy to the utiliza- 
tion of our potential wealth. If the right kind of indus- 
trialization were pursued vigorously the kind that would 
lead to fuller utilization of our mineral, forest, and agricul- 
tural resources rather than the assembly and packaging 
type of industries, our rate of economic progress will be 
such that the future of this country would be definitely 
assured, 


The National Economic Council is laying down more 
constructive and better coordinated guiding policies which 
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ECONOMIC REPORTS FROM MANILA 


The Council of State approved bond issues totalling 
P193,000,000 to ‘finance numerous projects to be started in 
the next fiscal year as part of the administration’s five-year 
economic program. P50,000,000 will be used for steel smel- 
ters to be set up by the government’s National Shipyards 
and Steel Corp. Completion of the smelters is to take 
three years. They will form the nucleus of a Philippine 
steel industry which will lead to the establishment of a 
variety of other industrial enterprises, such as the manu- 
facture of boat engines, pumps and pipes for irrigation 
systems, household appliances, toqls, ete. Other important 
projects to be financed by the newly approved bond issues 
include P63,000,000 worth of irrigation systems in 38 
localities, the Marikina water project to bolster supplies for 
Manila and suburbs, and port improvements to cost P6,628,- 
000. 


Philippine Tobacco Flue-Curing and Redrying Corp. 
predicts that 1956 will set a new record in Philippine 
tobacco production, judging from the volume of Virginia 
leaf being delivered for redrying at its Balintawak plant. 
The company estimates that the country will produce be- 
tween 40,000,000 and 50,000,000 pounds of Virginia tobacco 
during the current year. Philippine tobacco growers should 
keep their eye on foreign export markets, particularly in 
Europe, as an outlet for the surplus of Virginia tobacco. 
Foreign markets can be exploited only if Philippine export 
prices for tobacco compare favorably with world prices and 
if exports comprise only the highest quality. 


The International Cocperation Administration is financ- 
ing a contract between Leland Stanford Junior University 
and the Philippine Department of Education to improve 
Philippine facilities for training teachers of agricultural 
and industrial arts. The university will help strengthen 
teacher training programs at the Central Luzon Agricul- 
tural College, the Baykay National Agricultural School, the 
Mindanao Agricultural College, the Philippine School of 
Arts and Trades at Manila, and the Iloilo School of Arts 
and Trades. The contract will run for three years, at a 


will institute a framework for a comprehensive national 
program of economic and social development truly respon- 
sive to our needs. The policies are: 


(1) Our educational system must be revised so as to 
gear it to the needs of economic development. 


(2) Our banking system must be liberalized so as to 
ensure that a far greater proportion of loans will hente- 
forth go to the financing of new productive investments: 


(3) Use our foreign exchange resources more wisely 
so that they can provide maximum support to our main 
economic policy of expanding production. 


(4) The fiscal policy of our government must be 
geared to promote, not deter, economic development. 


(5) Much greater investment must be made in the 
exploitation of our national resources. 


(6) There must be coordinated implementation of all 
economic policies throughout, from top to bottom, and 
among all the different agencies of the government. 


maximum total cost of $900,000. The Philippine govern- 
ment will contribute the loeal currency equivalent of $425,- 
000. Stanford will supply a staff of around 15 educators to 
handle the project. 


Goods shipped to the Philippines as gifts to the Fili- 
pino people from the American people will be exempt from 
the 17% import tax. The Seeds for Democracy program, 
started in 1950, provides American gifts of improved garden 
seed for some 375,000 families in the Philippines. Other 
civic and charitable organizations can bring in merchandise 
donations from their branches in the U‘S. 


The shortage of crude rubber in the Philippines will 
be aggravated when Goodyear withdraws production of its 
plantation from the open market and starts using it exclu- 
sively for tire manufacture. Current needs of Philippine 
rubber manufacturers call for 171 tons of crude a month, 
against production of only 135 tons on the six Philippine 
rubber plantations. 


The anti-dumping law can be invoked against imported 
articles when a specific shipment is protested by an aggrieved 
party. Under the law neither the Finance Department, the 
Anti-Dumping Board, nor the Customs Commissioner has 
authority to initiate a protest against alleged dumping of 
foreign goods; initial steps must come from the local indus- 
tries affected. There are four grounds on which an anti- 
dumping complaint can be filed: underevaluation, injury to 
or destruction of local industries, importation in restraint 
of trade, and indulgence by importers in unfair methods of 
competition. Recently, a shipment of Several thousands of 
dollars worth of electric bulbs and fixtures has been ordered 
returned to the country of origin under provisions of the 
anti-dumping law. Bulbs, flourescent lamps, and fixtures 
are now being produced in sufficient quantity by a local 
industry, the Philippine Electrical Manufacturing Co., in 
comparable quality and at lower prices than the imports. 


The government’s Cebu Portland Cement Co. during 
the seven months from July 1 last year through Jan. 31 
this year it produced 3,821,735 bags of cement, an increase 
of 786,512 bags over the same period the preceding year. 
It sold almost all of this output, for a total of P12,175,879, 
as against sales amounting to P9,272,918 during the same 
period in 1954-55. The company’s net profit on the trans- 
actions amounted to P1,690,870 as against a net loss of 
P105,703 during the same seven months of 1954-55. 


A bill to speed development of nickel-iron deposits 
in the Government’s Surigao mineral reservation enlarges 
present limits on the areas which can be acquired and de- 
veloped by private interests. Samar Mining Co., which 
owns one of the biggest nickel-bearing properties in the 
Philippines, received an offer from a foreign mining firm 
to develop the deposits. The company is willing to mine the 
ore on a royalty basis, let Samar mine it and buy the out- 
put, or go into a joint venture. Elizalde & Co., which 
manages Samar Mining, state the property contains high- 
grade ore averaging 0.5 to 1.58% nickel content. The 
holdings are located on Homonhon and adjacent islands off 
the east coast of Samar. Samar Mining Co. capital stock 
was increased from P5,000,000 to P20,000,000, divided into 
200,000,000 shares at par value of P0.10 each. P5,000,000 
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PHILIPPINE ECONOMIC DEVELOPMENTS 


A draft agreement on Japanese reparations to the 
Philippines was initialed. There are conclusive indications 
that it calls for the following: Actual reparations pay- 
ments of $550,000,000 mostly in capital goods. Of this 
amount, $30,000,000 will be in services and $20,000,000 in 
consumer goods. The bulk of actual teparations will be 
paid in installments over a period of years. In addition, 
Japanese banks and commercial establishments will advance 
long-term loans in the value of $250,000,000 to Philippine 
commercial and industrial firms. These loans will be in 
equipment and services, not in cash. No cash remittances 
of any kind are called for in the agreement. 


The Central Bank adopted a new policy on the remit 
tance abroad of profits, dividends and other earnings. A 
priority system has been set up so as to give the highest 
remittance privileges to those firms which (1) contribute 
most to national income and employment, (2) do most to 
strengthen the country’s balance of payments position, and 
(3) contribute most to the basic needs of the economy for 
essential products. The policy is aimed at making the 
optimum use of the country’s foreign exchange resources 
without unreasonably prejudicing the country’s attraction 
for foreign investors. 


The economic planning committee set up by -the lower 
house to advise and supplement the work of the National 
Economic Council submitted its first recommendations. 
They include: 1. A five-year development program extend- 
ing from 1957 through 1961 which would involve a total 
expenditure of P5,200,000,000—P3,640,000,000 of this to 
come from private enterprise and the rest from government. 
Goal of this program would be to raise the annual] national 
income from $7,804,000,000 to P10,970,000,000, raise the 
per capita income from P356 to P448, and cut unemploy- 
ment from 1,205,000 to 605,000. 2. Free private enterprise 
shall continue to be the touchstone of the economy, 3. The 
country shall strive for an economy balanced between agri- 
cultural development and vigorous industrialization. 4. The 
government shall provide inducements for foreign capital 
to invest in the Philippines. 5. The international value of 
the peso shall be maintained. 6. The government shall 
endeavor to liberalize monetary and credit facilities. 7. 
The government shall foster and promote the spirit of econo- 
mic nationalism. 


The National Economic Council redefined the govern- 
ment’s policy on the sale of government-owned business 
enterprises, emphasizing that in any such sale priority must 
be given to Filipino purchasers or corporations fully-owned 
by Filipinos. 


The Senate approved a bill granting a franchise to 
operate radic transmitting and receiving stations to A. 
Soriano y Cia. headed by Col. Andres Soriano. This is 


(a 


worth of the new shares will be offered for subscription 
by shareholders. 


Gold mining circles are confident that Congress will 
extend the gold subsidy, which is to expire in June. At 
present the mines are selling about 60% of their gold to the 
government on a subsidy basis. The governrient can in- 
crease its international reserves by $15,000,000 annually 
through subsidy purchases of locally produced gold. 


to allow the company to facilitate communications among its 
far-flung mining and industrial establishments. 


Sale of the government’s Bataan National Shipyard to 
private interests has been proposed by the Government 
Survey and Reorganization Commission.’ The suggested sale 
was opposed by Bataan provincial officials and civic leaders, 
Located at Mariveles, Bataan, the shipyard is the only one 
of its kind in the Philippines that can compare with other 
shipyards in the Far East in size, equipment and facilities. 


Philippine production of unredried Virginia leaf tobacco 
this harvest season will be 44,000,000 pounds, according to 
an estimate by the Agricultural Credit and Commodity 
Financing Administration. The agency announced that 
partial purchases of the crop so far have gone 80% to 
A.C.C.F.A and 20% to all other buyers combined. 


The NEC took official note of a proposal made by the 
Philippine Sugar Institute that the Philippines should set 
up a P21,000,000 project to manufacture cellulose pulp 
from sugar cane wastes. 


Philippine exports of copra and coconut oil rose sharply 
in March. The March increase brought copra and coconut 
oil shipments for the first quarter of this year to 260,219 
tons copra equivalent, up nearly one-third over the 197,516 
tons in the first quarter of 1955. Shipments for March, 
totalling 71,058 tons, went principally to western European 
nations, including West Germany, the Netherlands, Norway 
and Sweden. 


A new steel mill and copper smelter: will be erected 
in Manila for Samar Mining Co. and Marinduque Iron Mines. 
The steel mill and copper smelter might be set up under the 
Philippine-Japanese reparations agreement. 


Lepanto Consolidated Mining Co. realized P7,200,742 
in net profits from its operation in 1955. This net profit 
was lower than the 1954 figure of P7,871,617, although 
operating income in 1955 rose to P24,047,195 as against 
P23,808,520 in 1954. The company last year. declared a 
stock dividend of 66-2/3%. Since 1949 through the last 


‘quarter of 1955 the company has declared dividends total- 


ling P27,000,000. 


Philippine Oil Development Co. concluded an agree- 
ment with two American oil companies providing for joint 
exploitation of commercial quantities of oil which PODCO 
may strike in the Cagayan Basin of northern Luzon. The 
agreement provides that within sixty days after the receipt 
of notice of a producing well in the area from Philippine 
Qil Development, Cal-Asiatic Co. and Texas Overseas Petro- 
leum Co. may exercise: an option granted them to acquire” 
interest in the petroleum and gas production of- any or all 
of the concessions covered by the agreement. The two 
American firms would each contribute 25% of exploration 
and exploitation costs incurred in such an event, and would 
receive 25% of all production, with Philippine Oil Develep- 
ment retaining 50%. 


Philippine Oil Development Co. first drilling in the 
Cagayan Valley progressed to a depth of 7,600 feet. The 
main objective lies deeper than original calculations, which 
had placed it at 6,000 to 8,000 feet. A.M. Macleod, com- 
pany vice president, explained that cores taken between 
6,242 and 6,315 feet showed this interval to consist mostly 
of silstone with occasional thin lenses of sand. Substantial 
gas showings were obtained. Other gas showings and a 
trace of oil occurred between 7,373 and 7,424 feet, 


{ than UK products. 


where it must face Western Europe and the U.S.” 
i! Alfred Roberts, cotton trade union leader, said in Manches- 
_ ter that last year UK exports of cotton cloth were 83 million 


‘entry of HK textile into UK as 
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HONGKONG TEXTILE EXPORTS AND LANCASHIRE 


There are over 129 million spindles in the world; over 


26 million spindles are in United Kingdom while Hongkong 


has only 300,000 spindles—less than half percent of the 
world total. Last year, Hongkong exported $81.1 million 
worth of textiles to UK but imports of textiles from UK 
during the same period amounted to $86.5 million. Yet, 
UK manufacturers have been blaming the import of HK 
textiles for the closing down of 90 mills and the idling of 
1.5 million spindles in Lancashire. India with 11 million 
spindles was also attacked by Lancashire but the main target 
has been the “cheap grey cloth’ from Hongkong. 
Lancashire doubted at first HK could produce large 
quantities and accused HK of substituting Japanese and 
Chinese piece goods for local products so as to exploit the 
benefit of preferential Empire duty. UK experts later 


_ visited HK and saw that local factories produced far more 


textiles than were shipped to UK. In 1955, exports of HK 


|| manufactured cotton piece goods totalled 164.7 million square 
' yards amounting to $182.1 m; 54.8 m sq yds ($63.6 m) 


of these went to UK. Exports of local made cotton yarns 


totalled 32.3 m pounds amounting to $100 m of which 


2.4 m pounds amounting to about $8.8 m were sent to 
UK. 


Instead of increasing their exports Lancashire con- 


} tinued to attack HK and now said that HK is the “hot-bed 
j of cheap labour’ and that even with automatic looms and 


a three-shift system, Britain could not compete with im- 
ported cheap products as they are six-pence a yard cheaper 
It was therefore demanded that the 
UK Government impose restrictions on the import of cloth. 


Mr. Fred Wood, president’ of the Manchester Cotton 


} Spinners’ Association stated, ‘We have every evidence that 


Hongkong and Indian businessmen would not have regarded 
import restriction as unreasonable.” Mr. C. D. Silas, secre- 
tary of the Hongkong Cotton Spinners’ Association replied, 
“In so far as Hongkong is concerned, UK textiles can and 
do enter Hongkong in unlimited quantities duty free. The 
Hongkong industry regards the present position as a fair 
and amicable arrangement. Mr. Wood is completely wrong 
in suggesting that HK businessmen regard restrictions on 
reasonable, fair and 
amicable. HK cloths form part of a valuable re-export 
trade and provide employment in UK finishing sections. 


. Lancashire’s troubles are largely due to the loss of markets 


in countries now producing their own requirements, to local 
conditions governing the operation of cotton mills in UK 
and to price controls resulting in high dividend distribu- 


| tions by many spinning mills, but not due to the import 


of HK cloth.” 

Only 8% of HK’s total export of cotton yarns and 
34% of HK’s total export of cotton piece goods went to 
UK; it was therefore hard to believe that this could have 
caused so serious an effect on UK cotton industry. The 
trouble with Lancashire’s cotton industry has been ex- 
plained by experts, economists and union leaders in UK. 


' The Yorkshire Post’s January Trade Review stated: “What 


is especially disturbing is that the industry’s prices and 
costs are now becoming excessive even in the quality lines 
Sir 


yards less than in 1954 and 155 million yards less than in 
1953. Evidently the closing down of mills in Lancashire 
was mainly due to the loss of export markets which can 
not be regained by simply restricting imports ‘of cotton 
textiles from HK. As a matter of fact, had there been no 


“cheap” grey cloth for UK finishing factories to work with, 
UK’s exports of dyed, bleached and printed cloths might 
be further curtailed by the vigorous competition from 
Japanese, American and European goods if factories in UK 
had to rely on expensive home grey cloth. In other words, 
restricting imports of HK grey cloth will not help grey 
cloth factories there to get more orders from their pro- 
cessing manufacturers who would then find it harder to 
compete in export markets with raw materials costing 6- 
pence more per yard. 

As to the question of cheap labour, HK textile workers 
are among the best paid workers in HK and especially 
well paid when compared with China which is also exporting 
cotton piece goods. In Hongkong, it is considered a good 
and steady job when one is employed by cotton mills which 
provide free accommodation and meals at subsidized rates 
in addition to free medica] care. For general work in cotton 
mills, a worker gets from $3 to $7 for an 8-hour day. A 
mechanic gets the highest pay of $13.30 per day of 8 
working hours. A bonus of 1 month’s pay is given at 
Chinese New Year to each worker continuously employed 
in the previous 12 months; the bonus for shorter periods of 
service is pro-rata. Some hands work a standard 6-day 
weex with pay for the 7th day. Others have 1 to 38 days 
off per month usually with pay. Female -labourers work 
only day shifts. Free medical facilities are provided for all 
workers and extended to their families. Several factories 
have a general store providing commodities at subsidized 
or wholesale rates as well as a barber shop, laundry and 
restaurant with cheap facilities for all workers. Taking 
into ‘consideration the wage scale and living standards of 
workers in the Far East, this kind of labour icannot be 
called cheap; they are better paid and treated than the 
majority of office workers in Hongkong. 

Three-shift working. system therefore helps to keep 
production cost low. In addition, manufacturers here real- 
ly cut their profits to the minimum especially when im- 
porters in UK force down buying offers as much as possible 
in order to get their supplies cheap. If the cheapness of 
HK products is to be blamed for the closing down of mills 
in Lancashire, manufacturers and workers in HK would be 
glad to increase their prices in the future. 


Several leading local industrialists are contemplating 
to process grey cloth in HK and compete with UK manu- 
facturers instead of shipping the grey cloth to UK for pro- 
cessing. Commenting on HK textile exports, the China 
Engineers Limited in its April issue of “China Engineers’ 
Review” reported, “The UK also developed into a useful 
market and large quantities of HK cloth are sent there 
every year. Nevertheless it is not to be supposed that 
these favourable and somewhat fortuitous market condi- 
tions will continue, and the HK indusiry suffers from the 
drawback that products must be exported in the form of 
yarn or grey cloth, both in an unfinished state. The in- 
dustry’ would be on a sounder basis if it were possible to 
install large dyeing finishing and printing works thus 
opening up the prospect_of effecting sales to the large 
markets of Malaya, Africa, etc. where finished. goods are 
required, not semi-finished goods.” 

The question would then be: should HK and UK com- 
pete with each other? There is nothing new in the idea 
of sharing, by cooperation and arrangement, the world mar- 
kets. Why not let Hongkong, provide as much grey cloth 
to UK as processing factories there could absorb and ex- 
port. However, to increase exports, Lancashire must keep 
abreast of the development of cotton industry and must 
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HONGKONG EXPORTERS’ ASSOCIATION 


At the second annual meeting of the HK Exporters’ 
Association held last week, Chairman H. Owen-Hughes re- 
porting on the Association’s efforts in creating “a core of 
integrity” which will establish the good name of HK manu- 
facturers and exporters in overseas markets, stated that the 
seeds of “our purpose has been well sown and perseverance 
must now be our watchword” to ensure its healthy growth. 
After reviewing the increase in exports of HK products Mr. 
Owen-Hughes pointed out several important things which 
local manufacturers and exporters must do in order to con- 
solidate existing markets and develop new demands. He 
said inter alia: We export our wares to over fifty countries 
and the quality of goods required varies from the low price 
markets in Africa to the high standards demanded in Europe, 
America and Australia. We must therefore study these 
market requirements, which is beyond the scope of most fac- 
tories here. However, it is the logical function of experi- 
enced exporters. The establishment of standards is also a 
difficult problem. For the time being the principal concern 
of exporters must be to ensure that goods are ‘up to sample.’ 
There is a constant need to study the question of design 
and not merely to follow already accepted patterns. This 
is one direction in which the exporter’s knowledge of over- 
seas markets is of great value and calls for the closest co- 
operation between exporters and manufacturers. 

There is still considerable capital available for invest- 
ment and it would be well for the enterprising to turn 
their thoughts to new products and to avoid the tendency to 
climb on the band-wagon of already well established lines 
and over-strain the springs! It is also urgent for the pro- 
per development of our light industries, that new factories 
should be well found, with adequate capital, and that they 
should avoid the pit-fall of undertaking more business than 
they can handle. These problems must be faced and over- 
come! 

* * a * 

Building Projects: 468 plans covering 837 buildings 
were received and 1,150 plans covering 2,039 buildings 
were approved by Government during the first three months 
this year. In March, 57 residential buildings costing about $3 
million were built in Hongkong. Development in Kowloon 
during the same month was more impressive: 374 houses 
costing $7 million. These figures indicate a large number 
of cheap constructions in Kowloon—cheap only in building 
cost but not in rental. One of these not-solidly constructed 
flats recently showed a 17-inch crack in the building extend- 


have confidence in regaining export markets instead of 
“erying like a giant whose strength is slipping and who has 
little confidence in himself” as the Manchester Guardian 
has put it. Mr. W. T. Winterbottom, President of the 
Textile Institute in Manchester, recently admitted that there 
had not in recent years been enough technical development 
originating in UK. Perhaps, he added, UK industrialists 
had laid too much emphasis on the price factor and not 
enough on the product itself. 

Let us waste no more time in useless quarrels but in- 
stead produce better goods at cheaper prices. Let us re- 
member the old Chinese proverb which implies that a family 
can only be prosperous when there is no quarrel among 
brothers. For our mutual benefit; let there be close co- 
operati instead of fruitless argument between UK and 
HK industrialists. 


— Ricardo — 
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ing from the ground to the fourth floor, Cause of the damage 
to this 2-year-old building is now under investigation. Mean- 
while, Government introduced a new Buildings Ordinance 
to correlate policy with changed necessities and with 
cheaper and better modern methods and materials. There 
are several changes designed to make more use of available 
land—such-as the permission to build against rock faces and 
low retaining walls. Buildings can now be higher and ceil- 
ings lower permitting more floors. Qualifications for an 
authorised architect were set out in detail. In addition, an 
authorised architect should not act as a contractor or deal 
in building materials or receive any payment, commission, 
advantage or benefit of any nature or kind either directly 
or indirectly from any contractor. He should be responsible 
not only for the plarts which he submits but also for the 
work of construction. Contractors should also be registered 
and they must share the responsibility for carrying out build- 
ing works in accordance with the regulations. 


Public Works Projects: During the first 3 months this 
year, 37 new projects were completed by Public Works 
Department; 74 more projects were still under construction. 
Works completed include the Sai Kung Dispensary, the- 
Sheung Shui Fire Station, the first phase of resettlement 
flats in Li Cheng Uk, a sewer in Wongneichong and the 
submarine outfall for the Yaumati Drainage Scheme. In 
addition, many roads in different parts of the Colony were 
either re-constructed or resurfaced. Among works still in 
progress were the Tsun Wan _ School, the Mission Road 
School, the Maternal and Child Heaith Centre in Homantin, 
resettlement buildings in Tai Hang Tung, Shek Kip Mei and 
Li Cheng Uk end the site formation for the new Mental 
Hospital at Castle Peak. Construction of the Secretariat 
wing of the New Government Offices and the District Branch 
Office at Un Chau Street, Shamshuipo, continued. Work is 
now proceeding on the construction of the Star Ferry piers 
on both sides of the harbour and the filling of Kun Tong 
Bay. The removal of a hill off Ma Tau Wei Road in con- 
nection with the new airport project is continuing. 


Aircraft Overhauling: Hongkong Aircraft Engineering 
Company hag ordered new equipment for the handling of 
modern aircraft’ that are expected to call at Hongkong, 
such as Britannias, Viscounts, Constellation 1049’s, BC-8’s 
ete. The existing engine overhaul workshop will be extend- 
ed to handle gas turbines. A _ special test house will be 
put up to handle jet engines of any power at present fore- 
seen. The Company is also equipped to handle the latest 
radio and radar systems used in conjunction with naviga- 
tional and approach aids on airfields in the Far East. The 
new Kai Tak Airport will include much equipment which 
calls for the highest standards on the corresponding aircraft 
equipment. This is particularly important at Kai Tak owing 
to its mountainous backdrop. The Company is now training 
its staff in Derby, Sydney, San Francisco, New York, Tulsa 
U.S.A., Bristol and London. 


Industrial Developments: A new soft drink manufac- 
turer was established here early this month to bottle and 
market 7-Up beverages which is one of the popular drinks 
in U.S. The Seven-Up Bottling Company _(HK) Limited is 
headed by Mr. Strickland of Caldbeck, Macgregor & Com- 
pany Limited. Mr. H. W. Lee who played an important 
part in introducing Schweppes beverages to HK two years 
ago is also a director of this new company. Other direc- 
tors are Mr. J. F. Macgregor and Mr. K. P. Tsui. A new 
weaving, dyeing and garment manufacturing factory opened 
in Kowloon recently. Another dyeing works recently in- 
stalled a new multi-colour printing machine capable of 
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printing fabrics up to 45” wide in six colours. During the 
past two weeks, local dyeing factories had to cut production 
due to the restriction of water supply here. Production 
will return to normal as soon as the water shortage can be 
_ relieved. Plastic manufacturers here recently perfected a 
new toy binocular which can also be used as an opera glass. 
It is made of moulded polystyrene and the plastic lenses 
are ground to an optician’s prescription, The Union Metal 
Works which is known to be the only factory in Asia produc- 
ing automatic kerosene water heaters recently moved into its 
new premises at Quarry Bay. The factory now employs 
300 workers and its nickel-plating plant is one of the largest 
in Hongkong. One hurricane lantern maker here recently 
introduced a new electric lantern which resembles the or- 
dinary hurricane lantern in appearance but uses an electric 
bulb instead of the usual wick. ‘Two torch batteries are 
housed in the “fuel container”. The lantern has green and 
red filters to provide different light and at the touch of a 
switch, the white, green or red light can be made to shine 
brighter or dimmed. 


Shops for Tourists: 30 shops in Kowloon and 30 in HK 
will be permitted to stock all presumptive items cleared for 
export to U.S. for sale to tourists. In addition to these 
items the specified shops will be permitted to stock and 
sell all goods classified as “non-presumptive”. These shops 


will be located at: Kowloon—Both sides of Salisbury 
Road from Hankow Road to the Star Ferry. Both 
sides of Nathan Road to the south side of Jordan 
Road. The area bounded by Granville Road, Hankow Road 


Premises on both sides of the named 
roads are included. Hongkong—Gloucester Road from Ar- 
senal Street to Percival Street. The area bounded by 
Pottinger Street, Connaught Road, Royal Naval Dockyard 
west side, and Queen’s Road back to Pottinger Street. Pre- 
mises on both sides of the named roads are included. 


and Haiphong Road. 


Pig and Cattle Imports: Imports of pigs from China 
were steady during the quarter ending March 31 and in 
addition 13 shipments, consisting of 4,088 head, reached 
here from Formosa. Cattle imports also increased during 
the quarter. 15 shipments, consisting of 2,717 head, were 
received from Thailand. ‘There were two new sources of 
supply. 500 head from Inner Mongolia and 512 head, from 
Honan during March. The retail price of pork in public 
markets remained steady at $4.30 per catty whilst that of 
beef increased from $2.80 to $3.20 per catty. 
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Commercial Crimes: 77 cases were investigated by the 
Commercial Crime Branch of the Hongkong Police during 
the first three months this year. Of these cases, 17 were 
connected with the Merchandise Marks Ordinance. Twelve 
persons were charged and convicted with various offences 
and a total of 6,533 pens and pencils, 3,720 toothbrushes, 
54 dictionaries and 340 novels were confiscated. $30,000 
worth of pirated books were destroyed. Early this month 
one firm was fined $5,000 for the possession of Chinese em- 
broidered materials which had “Made in HK”’ labels. 

HK Inventors: Two Hongkong navigators, Chan So and 
Lieh John Wang, invented a new computing device for 
astro-navigation for which a British patent has just been 
granted. Patent applications for registration in Hongkong 
and the United States would be granted soon. The 
invention, designed to improve navigational computing 
methods, comprises a series of rotatable graduated discs and 
rotary cursors. It is especially adapted for use in position- 
finding by astro-navigational methods. The inventors are 
negotiating with a firm in London to have it produced there. 

Shipping: P. & O. Line is reorganising the Far East 
cargo services. This has been made possible by the ad 
dition of two new motorships, which will shortly come into 
service, thus providing three groups of four similar vessels 
which can offer three sailings a month from the UK/Con- 
tinent to the Far East. One set of ships will load in London 
monthly, but complete at Rotterdam, thus offering another 
fast cargo service from the Continent to the Far East. This 
service will terminate in China, returning from Tsingtao and 
Taku Bar direct to the Straits and home to Europe. 

The East Asiatic Company’s passenger-cargo motorship, 
the Falstria, arrived here last month from Europe on her 
first visit to Hongkong. Sister-ship of the Selandia, the 
Falstria is the Flagship of the East Asiatic Company’s fleet. 
She has accommodations for about 60 passengers. The 
8,700-ton Japanese motorship Buenos Aires Maru of the 
Osaka Shosen Kaisha Line came here from Japan on her 
maiden voyage to Montevideo early this month. The ship 
was completed early this year. 

_New Street Index: A new street index of the Colony, 
compiled by the Land Office, will shortly be placed on sale 
to the public. The new edition took nearly three years to 
compile because of the rapid pace of building development 
here. There is a separate Index of properties in the Peak 
District showing the house number of each house and the 
number of the lot on which it stands. ‘There is also a list 
of piers. 


PAPER INDUSTRY IN HONGKONG 


By Yu Sik Chiu 


Before the Second World War, the Tai Shing Paper 
Mill in Aberdeen, producing 10 tons of paper a day, was 
the only local paper mill. However in view of the shortage 
of water the Government bought this mill including its pri- 
vate water reservoir. The machinery was then sold to a 
paper mil] in Canton and the reservoir remained the property 
of the Public Works Department. Since then, there was no 
paper mill in Hongkong until a new mill in Un Long, New 
Territories, was established in 1950. As at that time the 
price of paper was very high two other mills were establish- 


i i i e of Econo- 
hi thor of this article is a student in the Department of I 
Giles and Political Science, University of Hongkong. He had at his disposal 
material collected by Mr. Thomas Y. K. Fung of the Social Study Courses 
His help is gratefully acknowledged. All the figures and knox Hrs 
contained in this article were obtrined directly from the managers 0 
paper mills. as a. 
le was prepared under the supervision of Mr. E. F. ZeZe~ 
ea Sronaad in Economics, University of Hongkong. (Editor’s Note). 


local shops. 


ed in 1951, viz. the China Paper Mill and the Hongkong 
Paper Mill. In 1953, the Un Long Paper Mili changed hands 
and its name was changed to Un Long Overseas Paper 
Mill. 

The Un Long Overseas Paper Mill and the China Paper 
Mill are located in Kam Tin District, New Territories, and 
the Hengkong Paper Mill is located in Ngao Tao Kok. The 
former two have sufficient supply of water as they are using 
streams while the latter, because of its location, has to buy 
water. 

The basic raw material is waste paper trimming, ob- 
tained from printing works. All the chemicals (caustic 
soda, pigments, rosin, alum, bleaching powder, etc.), are 
bought from local chemical supply, stores. The fuel, lubri- 
cants and spare parts of machinery are also supplied by 
All these three paper mills are equipped with 
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HONGKONG COMPANY MEETINGS 


DAIRY FARM ICE AND COLD 
STORAGE, CO; JahD. 


The net profit last year amounted to $4,204,715, or 
some $355,000 less than the previous year. Keviewing the 
year’s operations the Chairman stated: he Farm’s produc- 
tion of fresh milk was high and the health of the herd was 
good. Sales of fresh milk and Blue Seal milk were some 
six per cent higher than in 1954. Sales of Blue Seal ice 
cream increaSed by 20 per cent but there was a drop in 
sales of frozen confections due to the very severe com- 
petition in this field. Ice production and sales both reached 
record levels. With the completion during the year of the 


one set of cylinder machinery and with the exception of 
waste paper selecting, paper cutting and transporting the 
whole process is mechanized. 


The Un Long Paper Mill employs 5 administrative 
officers, 29 skilled workers and 6 unskilled workers. They 
are running three shifts a day (8 hours a shift). The China 
Paper Mill employs 6 skilled workers and 2 unskilled workers 
only, for they run only one shift a day. They have a 
chemist and two administrative officers. The Hongkong 
Paper Mill runs two shifts a day; there are two administra- 
tive officers, one chemist, 18 skilled workers, and 4 unskilled 
workers. The engineers are receiving a pay of $400 a 
month, the skilled workers—$70-120, unskriled—$50 a 
month, the administrative staff—$150-200 a month. The 
workers belong to the Paper Trade Union. 


As far as output is concerned, the Un Long Overseas 
Paper Mill leads the way. It produces 23 tons a day (1 ton 
= 16.8 piculs) while the China Paper Mill produces 3—6 
piculs a day, and the Hongkong Paper Mill 20—22 piculs a 
day. 60% of the output of the Un Long Overseas Paper 
Mill is exported to Singapore, Indonesia, and Macao; the 
other 40% is scld in the local market. The output of the 
China Paper Mill and Hongkong Paper Mill is wholly sold 
in the local market. The Un Long Overseas Paper Mill sells 
its paper through a wholesaler; the other two mills retail 
their output. 


The high level of prices in 1951, $160-per picul, was 
due to the Korean War. Recently, there was a consider- 
able decline in prices because of the competition of Japa- 
nese and Australian paper. The current price of paper, is 
$50 per picul. The three paper mills are not working pro- 
fitably because they are using local inferior machines which 
need frequent repairs. The workers are very poorly paid 
and this accounts for the factories staying open. Yet there 
is future in this industry. It is estimated that the demand 
for paper in 1960 will be double that of 1954. Thus if more 
durable machines were introduced, the running costs may 
be reduced considerably and the industry should become 
profitable again; and workers may earn a little more. 


Closely connected with paper manufacturing is the 
production of paper boxes, _ lanterns, fans, toys, envelops, 
Chinese calendars, etc. All these products are entirely 


made by hand in small and usually grimy workshops, each 
of which usually occupies a flat only. Among these may 
be mentioned the Wah Sun Paper Products Company, the 
Lee Hymes and the International: Lily Carton.- Drinking 
paper-straws are also manufactured locally, and the product 
is of quite good quality. It is difficult to estimate the 
number of workers in this industry because they are em- 
ployed daily according to the quantities of products to be 
produced, 


new plant in Kowloon the overall ice manufacturing capacity 
is now 300 tons per day. In the frozen meat business the 
Company took over a number of items from Governmenc 
stocks which were ultimately sold at a loss and in certain 
other respects the results. achieved were unsatisfactory. 
There was a serious falling off in the’ demand tor frozen 
meat from the Chinese whoiesale market which prefers fresh 
meat when it is available. In 1955 greatly increased 
numbers of live cattle were imported as compared witn 
previous years. Cattle imports auring Juiy-December aver- 
aged 8,000 to 9,000 heag a month as againsy a monthly 
average of about 2,800 head during 1954. The Companys 
frozen meat sales to, the wholesale market were over 500 
tons lower than in 1954. There is so far every indication 
that the-import of live cattle will continue at a high rate. 
As a consequence it may: be necessary to reduce the extent of 
our participation in the wholesale side of this business. The 
Company is mainly concerned with the retailing of meat. 
1955 sales of meat together with other retail items effected 
through the Company’s own ‘chain of shops were well main- 
tained. : 

Our catering establishments remained very popular and 
the Aircraft Catering business continued to expand. The 
Company’s Cold Stores were very well patronised. Very little 
progress has been made with the scheme to manufacture ice 
at Aberdeen. Negotiations with Government for a suitable 
site at Aberdeen have taken longer than anticipated but 
it is hoped that permission will shortly be received to go 
ahead with a scheme. The remodelling of the dairy building 
is now in progress. 


An agreement was concluded on September 21, 1955, 
with Henry Fok Estates Ltd. for developing the Company’s 
property at 74/76/78 Nathan Road, Kowloon. Henry Fok 
Estates Ltd., have undertaken to purchase the site and deve- 
lop the property. The Company will lease the bas2ment, 
ground and first floors of the new building on favourable 
terms and will cperate a retail shop and restaurant. . The 
building is to be known as Manson House in honour of the 
late Sir Patrick Manson, who played a large part in the 
founding of the Company. It will be 15 floors high. 


The Company has successfully employed the quick- 
freezing process of preserve and pack locally caught fish for 
export, Sales have been made to several countries with 
encouraging results. In December 1955 the first two Self- 
Service*Stores in the Colony were opened by the Company, 
one in Kowloon and the other on the Island. 


HK AND KOWLOON WHARF 
AND GODOWN CO., LTD. 


The accounts for the year ended December 31, 1955, 
showed a trading profit of $878,850, and a profit on the 
sale of property of $2,378,915. Against this the company 
paid a bonus of $4 per share absorbing $720,000, and de- 
clared a dividend of another $4 per share, absorbing -a fur- 
ther $750,000. The ,Chairman (H. D. M. Barton) stated 
inter alia: Our results for the year 1955 show a definite im- 
provement. The financial results are not, however, com- 
mensurate with the capital invested in the undertaking which 
was built up to handle the entrepot business and until 
there is some easing of the present restrictions on trade with 
China we must accept a continuation of this lean period 
of reduced earnings and profits, 


: During the year there was an increase of 7.5 per cent 
in the number of ships handled by. us the fiehestieet figured 
being, 1954—-1,057 and 1955—1,137. The growing tendency 
for vessels to discharge and load in the stream is reflected 
in a reduction in the number berthed at our wharves of 65 
per cent; the total for 1955 being 418 and that for 1954 
being 442, Our lighterage business improved, however, the 
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revenue derived therefrom showing an encouraging increase 
of 25 per cent compared with 1954. Storage did not five- 
tuate during the year and our earnings for 1955 were the 
Same as those for the previous year. 


. The sale of the Laichikok property netted a pro 
$2,378,915 from which a cash Banos a $4 . sven 
paid out to shareholders. It will be necessary in the near 
future to commence a programme of replacement of our 
fleet and mechanical equipment. Special provision has been 
made in the Accounts to write down the craft which require 
early replacement andi it is intended to carry this out on a 
planned long term programme. While trade continues at 
the present level we do not think it advisable to seek new 
capital or to borrow funds for any major development of 
godowns or wharves. This means that any replacements or 
renewals which may be essential to cope with demand will 
have to be financed from annual depreciation and replace- 
ment reServe transfers. 


HK ENGINEERING AND 
CONSTRUCTION CO., LTD. 


The Company made a profit of $1,120,052 for the year 
ended December 31, 1955. The total amount available for 
appropriation is $1,227,273; $1 m. were transferred to gen- 
eral reserves; dividend payment absorbed $175,000; and 
$52,273 carried forward. At an _ extraordinary general 
meeting it was resolved to capitalise $2 m. in the form of a 
special capital bonus, creating one million new shares at 
$2 per share which will rank for dividend and in al] other 
respects pari -passu with the already issued shares. 


HK ROPE MANUFACTURING CO., LTD. 


Mr. J. L. Marden, Chairman, made the following state- 
ment at the annual meeting held here last month: .Adverse 
trading conditions last year in thé Far East are refi-cted 
in.reduced profits in Hongkong, ($359,838.22) and a work- 
ing loss in Singapore, which has however been reduced from 
$83,627.40 to $67,836.29. One of the main difficulties was 
the increased competition, not only in export markets but 
also in Hongkong and Singapore. This is aggravated by the 
high freight rate on hemp from the Philippines, especially 
to Singapore where the rate is higher than to the United 
Kingdom. Direct representations were made from _ here 
and Singapore to the Authority concerned but with no_re- 
sult and this matter is being pursued by the company. This 
question was debated at the recent World Abaca Conference 
in Manila but nothing concrete resulted. 


Another factor which helps our competitors is that the 
freight rate on rope is below that on hemp, thus the raw 
material attracts a higher rate of freight than the finished 
product. This is not only absurd but discriminatory. The 
company is making every effort in Hongkong and Singapore 
to make everyone concerned support a local industry but 
until there is a reversal of the discriminatory action of 
our main competitors or some form of proteetion Ipcally, 
we shall be faced with keener outside competition. 


The amount carried to the Profit and Loss Appropria- 
tion Account was $155,681 as compared with $363,189 last 
year. This includes the loss of $67,836.29 on working and 
the increased figures for bank interest and depreciation in 
Singapore of $45,266.76 and $75,190.48 respectively, an in- 
crease of $31,441 over last year. After adding the amount 
brought forward from last year, $117,421.81 and various 
other items written back there is a total of $293,374.81 
available for distribution. The dividend is 50 cents per 


share. 


THE AMOY CANNING CORP. (HK) LTD. 


The Company made a net profit of $2,652,614 last year 
and announced an interim dividend of 40 cents per share, 
@ second interim dividend of 50 cents a share and a final 


667 


dividend of 70 cents a share. The Chairman made the fol- 
lowing report to shareholders: The net profit shows a marked 
Imecrease over that of the previous year. The associate 
Corporation in Singapore gained a steady front among cut- 
throat competition and labour unrest and the Kuala Lumpur 
branch factory started operation last September. Part of 
the factory premises in Kowloon is being re-built to increase 
production. The new soy filling department will be built 
next to the soy tanks. This building will also accommodate 
the truck sales department. A new can seaming machine 
from West Germany has been installed to handle cans of 
any shape and size. A piece of land of about 20,000 sq. 
ft. in front of the factory has been acquired on permit 
from the Government. This will provide space for a large 
car park and also a gsaoline station. 


A Scholarship Committee was founded for children of 
employees. The grant of special service bonuses to em- 
ployees with long and outstanding service was enforced. 
Erection of 100 warkmen’s flats was delayed due to formali- 
ties that have to be fulfilled with Government. The archi- 
tect’s plan will be submitted soon and construction is ex- 
pected to start this year. There will also be a primary 
school to accommodate 240 students, a clinic and a nursery. 


Local sales increased by 25 per cent. Export sales also 
made progress, especially in the U.K., France, West Germany, 
Holland and Australia. Sales to Africa registered substan- 
tial improvement. In SE Asia, markets remained steady, with 
slight improvement in Indonesia and Borneo. Sales to the 
United States were sluggish. We hope to regain some of 
our markets lost through trading restrictions when political 
and economical conditions ‘in the South-Seas countries im- 
prove. 


SHANGHAI GAS CO., LTD. 


The ordinary general meeting oi the Shanghai Gas 
Company, Ltd., (Incorporated in Hongkong), was held here 
last month. Mr. H. Kadoorie presiding, stated: There is 
no change in the situation in Shanghai. The Company’s 
works and property are still held by the Authorities under 
the requisition ordec of November 1952. The Profit and 
Loss Account is solely a record of transactions outside 
China, on which a net profit of $62,460 was made. The 
net profit has been deducted from the balance of HK$3,032,- 
429 brought forward to the debit of Profit and Loss Ac- 
count as at 31st December, 1954, leaving a net debit balance 
of HK$2,969,969 to be carried forward to 1956. 


SHANGHAI WORSTED MILL, LTD. 


The company’s notite to shareholders stated that the 
accounts showed a loss equivalent to HK$1,301,884. It add- 
ed that last year the Directors had stated that they could 
hold out no hopes of effecting, by their efforts, any im- 
provement in the State-imposed operating conditions in 
Shanghai. This was still the position. The chairman (Mr. 
W. C. Gomersall) said: The Company is registered under 


the Hongkong Companies Ordinances and all but ne of the 
‘Directors is resident outside China. 


Nevertheless with the 
exception of certain funds representing the capital distri- 
bution made last year (mostly in U.S. funds and blocked) 
all our assets are in China, and are not subject to your 
Directors’ control. It is felt that no future benefit can 
result to shareholders by a continuance of this state of 
affairs and that the Company should be wound up. After 
the meeting, 4 directors undertook to wind up the affairs 
of the (Company which was formed in Shanghai in 1937. 
The mills are still in production in Shanghai, but raw wool 
tops are obtained from the Government, and finished pro- 
ducts sold to them, both at controlled rates. The mills 
have made a heavy loss on the transaction each year. The 
procedure foy nationalisation likely to be followed is that 
when the liabilities ofthe undertaking have reached suffi- 
cient proportions, the Communist Government will be asked 
to accept the mills and plant in settlement. 
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EcoNoMIC REVIEW 


FINANCE & COMMERCE 


HONGKONG EXCHANGE 


For the week of 14th to 19th May, 1956 
US.$ 

Mae Heats Notes Notes 
May High Low High Low 
14 $588%4 587% 586% 58554 
16 589 58814 58714 58644 
16 58734 587% 586% 5854 
17 587% 58714 586% 585% 
18 588 587% 586% 585% 
19 588% 587% 586% 585% 

D.D. rates: High 587144 Low 685%. 


Trading totals: T.T. US$1,970,000; 
Notes cash $415,000, forward $1,790,- 
000; D.D. $285,000. In notes  trans- 
actions change over interest favoured 
buyers and amounted to HK$7.72 per 
US$1,000;. rates were firm but levelled 
towards week-end. In the T.T. sector, 
business was restricted; usual offers 
came from Korea, Japan and _ the 
Philippines and were absorbed by gold 
and general importers. In the D.D. 
sector, the\ market continued quiet. 


Yen: Forward transactions were 
sluggish. Cash quotations were 
HK$1,485—1,480 per Yen 100,000. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency in 
HK$: Philippines 1.8725—1.85, Japan 
0.01495—0.01475, Malaya 1.874, Viet- 
nam 0.06756—0.06711, Thailand 
0.2711—0.2702. Sales: Pesos 350,000, 
Yen 125 millions, Malayan $380,000, 
Piastre 11 millions, Baht 6 millions. 
The market was quiet. 


Chinese Exchange: People’s Bank 
notes remained at HK$1.60 per Yuan. 
Taiwan Dollar notes at HK$155—154 
per thousand, and remittances at 150— 
149. No transactions were reported. 


Bank Notes: Highest and lowest rates 
per foneign currency unit in HK$: Eng- 
land 15.76—15.67, Australia 12.25, New 


Zealand 14.20—14.03, Egypt 15.20, 
South Africa 15.72—15.65, India 
1.185—1.1825, Pakistan 0 89—0.86, 
Ceylon 0.88, Burma  0.45—0.445, 


Malaya 1.837—1.833, Canada 5.8775— 
5.87, Cuba 4.50, Philippines 1.94— 
1.935, Switzerland 1.35, West Germany 
1.35, Italy 0.91, France 0.015—0.01475, 
Vietnam 0.07—0.0675, Laos 0.0755— 
0.0745, Cambodia 0.07, Indonesia 
0.1875—0.185, Sandakan 1.50, Thai- 
land 0.264—0.262, Macau 0.99. 


Gold Market 


May High .945 Low .945 Macau .99 
14 $2554 25516 
15 255% 255% 
16 25514 25456 Low 26514 
17 2554 254% 
18 255% 255 266 High 
19 255% 254% 


The opening and closing prices. were 
2558 and 255, and the highest and 
lowest 2553 and 2548. The market was 


very quiet. Interest for change over 
favoured sellers and amounted to 
HK$i.35 per 10 taels of .945 fine. 
Tradings totalled 28,800 taels or aver- 
aged 4,800 taels per day; Speculative 
dealings averaged 18,700 taels per day. 
Cash sales amounted to 26,920 taels 
(4,420 listed, 22,500 arranged). Im- 
ports were all from Macau and totalled 
19,000 taels. Two shipments totalling 
65,000 fine ounces reached Macau. 
Exports totalled 17,500 taels (8,000 to 
Singapore, 6,000 to Indenesia, 2,000 
to India, 1,500 to Vietnam). Differ- 
ences paid for local and Macau .99 fine 
were HK$12.70—12.40 and 11.80— 
11.70 respectively per tael of .945 
fine. Cross rates were 37.92—37.90; 
16,000 fine ounces concluded at 37.91 
C.LF. Macau. US double eagle old 
and new coins quoted at $262 and 225 
respectively per coin, and Mexican gold 
coins at $273 per coin. 

Silver Market: The market was slug- 
gish with no change in rates. Bar 
silver at $6.25 per tael with 400 taels 
traded, $ coins at $4.00 per coin with 
300 coins traded, and 20 cent coins 
steady at HK$3.08 per 5 coins. 


HONGKONG BUSINESS OUTLOOK 


The attempted credit squeeze of last 
year has had very little effect on 
speculation and excessive investment 
activity. Plenty of money is available 
all the time and the rate of interest is 
not considered too high by entre- 
preneurs. The private money market 
is able to accommodate all comers. 
Fresh investment capital is still arriv- 
ing here, mainly from SE Asian com- 
mercial centres where Chinese mer- 
chants often feel that it is prudent to 
build up some assets in Hongkong or 
even to transfer the bulk of their 
holdings to this haven of security, low 
taxation, modefn amenities and luxu- 
ries, unimpeded gold and exchange 
markets etc. 


To combat unwise economic expan- 
sion the weapon of the bank rate, parti- 
cularly in a place like Hongkong, is in- 
effective. In the share market the rise 
in the bank rate was felt for a time 
and quotations tended lower as a re- 
sult; however the market would have 
found a more moderate level even 
without the so-called corrective action 
taken by the exchange banks here. If 
there is too rapid expansion of busi- 
ness activity the vast scale of public 
works, of private construction, of fac- 
tory building, and the growing invest- 
ment-seeking overseas funds should be 
blamed. Spending and investment 
goes on all the time at a tempo which 
to many appears often reckless. -But 


nothing can be done about lessening 
this rate of expansion. The largely 


laissez-faire economy of Hongkong 
cannot be guided, only gently in- 
fluenced. 


The small investor has _ benefitted 
from the tightening of the bank rate 
screw as his savings are now bringing 
a better return. He would welcome a 
savings institution which would allow 
at least 4 to 5% p.a. but while such a 
suggestion was often broached nothing 
has been done and it seems unlikely 
that the small man’s savings will find 
better treatment locally, and the best 
thing one can do is to try to obtain 
higher interest abroad. 


Retail sales thanks to the _ tourist 
influx remain fairly buoyant but as 
shops and stores multiply competition 
is very severe and often unscrupulous. 
With large amounis of ‘idle capital’ 
anxiously seeking investment, unem- 
ployment being unrelieved and popula- 
tion rising, many self-styled merchants 
do not know of anything better to do 
than to open still another grocery shop, 
a tailor and fashion store, a sidewalk 
trinket window cum tobacconist, etc. 
Though houses are rising everywhere, 
many flats are vacant and tenants come 
in slowly, thus the new _ residential 
quarters are not so heavily populated 
as would be the the case if rentals were 
lower. ‘Marginal’ stores are found in 
every street. That does not deter new 
shop-investment. The argument al- 
ways is that people can’t sit around 
idly but have to do something if they 
want to eat—and so another druggist 
is born. 


Hire-purchase has proved a most 
potent sales inducement; a growing 
percentage of household goods, furni- 
ture, old and mew motor cars, radios 
and all kind of electric goods are being 
sold on easy terms of credit. Many 
Stores, in an effort to prevail over 
severe price competition, try to attract 
the public by offering a large, and 
ofteh a perhaps unwise measure of 
credit. While it can safely be assumed 
that consumer income and retail trade 
will expand, it can be predicted that 
competition will further grow; the 
number of redundant shops will in- 
crease, inflicting hardships on many 
owners and their usually oversized staff 
of fokis. 


In spite of the limited retail market 
Hongkong will continue to draw Chin- 
ese here from the mainland and the 
population, now officially estimated at 
approaching 2%-million, is bound to rise 
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—in addition to the natural increase 
this year of about 75,000. Prices will 
be determined by supplier countries 
that ds the world market, but profit 
margins will decline and wages will 
also tend to diminish. For the con- 
tinued prosperity of HK it will be 
necessary to promote sales of local 
products, establish more factories, ab- 
sorb more industrial labour, construct 
more buildings of all types. The China 
entrepot business cannot be relied upon 
even with the embargo rescinded. 
Some local interests should in such a 
case reap certain benefits but the 
community at large will remain  un- 
affected by the termination of the 
China embargo. 

, No more is Hongkong’s raison d’etre 
its entrepot business with China; the 
Colony will have to make a living on 
its own production, and trade will 
eventually become a secondary source 
of income for the 24 million. In 
London this transformation of Hong- 
kong has been noted though not with 
approval; in many ways Hongkong now 
1s a@ competitor of British manufac- 
turers in Africa, in the UK itself. 
What a vast change from the time 
when the Colony was founded! The 
local Chinese seem more and more of 
the opinion that commission business 
with China won’t do, and that indus 
trial development must eventually form 
the mainstay of the community’s pros- 
perity. 


HONGKONG) SHARE 
MARKET 


May 14—18 


The market was as dull as the wea- 
There were neither serious set- 
nor impressive gains. Buyers 
waiting for yields to edge up 
while sellers were expecting better 
prices. Most closing rates were 
steady; Amal. Rubbers however, drop- 


were 


ped from 1.375 to 1.20 in_ Sympathy. 


Monday: Apart from a little acti- 
vity in Hongkong Banks when appro- 
ximately 100 ghares changed hands at 


$1,660 the market was idle. Prices 
drifted fractionally lower. The turn- 
over for the day amounted to about 


$660,000. Tuesday: The market con- 
tinued in the doldrums with only a 
small amount of business transacted 
($500,000); prices were virtually un- 
changed. Wednesday: The market ex- 
perienced one of its dullest sessions 
with the turnover only amounting to 
approximately $175,000. Thursday: 
Business remained slow and the turn- 
over amounted to approximately $390,- 
000. Friday: The market registered 
only restricted business. Amalga- 
mated Rubbers drifted lower in sym- 
pathy with the further drop in raw 
rubber. 


DIVIDEND 


The Lombard Insurance Company 
Limited will pay a dividend of HK$2 


with the decline of raw rubber in in per share free of tax for the year 
ternational markets. Star Ferries re- cilediaDacembent si) 19bb 
mained firm at 137 but Yaumatis lost ? ; 
$1 with sellers insisting on 107 after 
buyers cut offers to 106. 
May 11 Last Week’s Rates Up or Down 
Highest Lowest Closing 
1660 1660 1650 b 1660 steady 
972.50 s 972.50 s 970 972.50 s steady 
8.80 8.80 8.65 8.70 —10e 
82 82.50 81 81s =$) 
39 39.50 38.75 39.50 +50¢ 
13.80 13.90 13.40 b 13.80 steady 
63 s 63 62.50 63 steady 
1.45 1.50 s 1.40 b 1.50 s steady 
13.80 13.80 13.70 13.80 steady 
22.70 22.70 22.50 22.70 s steady 
137 140 s 135 b 137 n firm 
108 108 105 b “107 s = $4 
22.60 22.80 22.50 b 22.70 +10 
19.90 19.90 19.60 b 19.80 si 
30.75 30.75 30.25 30.72 steady 
22.60 22.60 22.40 22.50 —106e 
35.25 s 35 34.50 34.75 —50c 
16.10 16.10 16 16.10 steady 
lls lls 10.60 b 10.80 —20¢ 
1.375 1.35 1.20 1.20 —17% 
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HONGKONG AND FAR 
EASTERN TRADE REPORTS 


(May 14—19) 


China Trade: While businessmen in 
UK are tempted by Peking’s order for 
£1 million worth of small farm 
tractors, traders here are attracted to 
Canton by the possibility of getting 
more beans and other staples which are 
difficult to obtain from Peking’s agents 
in HK. Representatives from over 26 
local firms returned last week after 
they they had bought HK$5_ million 
worth of Chinese products, mostly 
manufactures of light industries such as 
matches, textiles, nail clip, chinaware, 
paper and cement, Meanwhile China 
sent here yeast tablets, cod liver oil, 
and Chinese medicines in addition to 
regular shipments of popular staples 
and light industrial products. Supply 
of groundnut kernel to the local mar- 
ket was curtailed while 1,000 tons of 
this item reached here for tranship- 
ment to Canada. About 2,500 tons of 
coconut oil and ramie from Indonesia 
were transhipped here to Shanghai. 
Locai pharmaceutical dealers received 
several orders from China for Japanese 
and European fine chemicals; quantities 
were smal] and shipments will be made 
direct from production sources’ to 
China. 


Taiwan Trade: Shipments to Taiwan 
exceeded 1,000 tons last week consist- 
ing chiefly of European iron pipes, steel 
bars and plates. To the local market 
Taiwan shipped 900 tons of sugar, 200 
heads of live hogs and large quantities 
of starch, garlic, feathers, fresh ginger, 
tea, citronella eil, textiles, banana and 
other fresh fruits. Taipei recently ap- 
proved the establishment of 6 new fac- 
tories by overseas Chinese; these are 
two investment companies, three tex- 
tile mills and one musical instrument 
enterprise. 


Japan Trade: With a favourable 
trade balance Japan recently increased 
purchases in the local market parti- 
cularly of beans, maize and scrap iron. 
Imports from Japan aiso improved and 
consisted mostly of metals,, paper, 
cement, textiles, electric appliances. 
and coal; a large portion of these was 
sent to SE Asia. This development is 
significant because Japan has been 
vigorously: promoting direct trade with 
China and SE Asia. 


Korea Trade: Seoul allotted exchange 
from ICA funds to importers there for 
clearing shipments from here on D/P 
terms since last August. More vessels 
were put on HK-Pusan line bv shipping 
companjes to rush over 7,000 tons of 
commodities covered by recently ar- 
rived L/Cs. Paper, metals, industnal 
chemicals and woollen yarns constituted 
the rhajor portion of these shipments. 


Indonesia Trade: Shipments to Indo- 
nesig remained heavy due partly to the 
rush of HK textile products to Djakarta 
effected by importers there who were 
anticipating possible import restric- 
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tion in the near future. Shipment of 
Japanese products from here to Indo- 
nesia remained active; due to the differ- 
ence in exchange rates, importers in 
Djakarta found that they could get 
some Japanese products cheaper from 
here to Indonesia every month. 

Thailand Trade; Bangkok lifted the 
the ban on imports of motor vehicles 
for use as taxicabs, kerosine and hur- 
ricane lanterns and some categories of 
enamelware. Imports of garlic, potato, 
paper umbrella and umbrella ribs are 
prohibited. On trade with China. 
Bangkok announced that Communist 
and European goods could be imported 
into Thailand on “equal footing.” 
Peiping is anxious to exchange metals 
and paper for Thai rubber and lumber. 
Businessmen here, however, are opti- 
mistic and without convincing argu- 
ment speculated that direct trade be- 
tween China and Thailand would not 
affect exports of Chinese goods from 
here to Bangkok. Meanwhile Thailand 
shipped here more rice, teakwood 
blocks, live cattle and beans while 
local dealers sent back over 1,200 tons 
of Chinese garlic and other staples 
together with another 1,200 tons of 
enamelware and sundries. Bangkok 
will hold in December 1956 an inter- 
national trade fair in conjunction 
with its Constitution Fair; in 1954 
many foreign countries participated in 
Thailand’s Constitution Fair. 

Malaya & Singapore: With drop in 
rubber prices in Malaya and weak com- 
modity markets there, exports from 
here to Singapore and Penang slowed 
down. Imports from Malaya included 
2,000 pkgs of mango and some char- 
coal. The uncertain political situation 
in Singapore forced more capital to 
HK and discouraged importers there 
from booking new orders. 


Vietnam, Cambodia and Laos: These 
states are purchasing reconstruction 
and rehabilitation materials with US 
aid funds amounting to US$20 million. 
Enquiries from Cambodia and Laos 
covered wheat flour, textiles, sewing 
machine, metals, sheet glass, paper, 
garlic and canned food. Vietnam en- 
quired for plastic products, felt hats, 
structural steels, cigarette paper and 
lighters. Imports from this area re- 
mained active and consisted of maize, 
rice bran, lotus seed, sesame, beans, 
serap iron, cotton, feathers and bone 
meal. Cambodia’s purchases from here 
with US aid funds are now under 
strict control by authorities in Phnom- 
penh to prevent importers there from 
applying for more US$ than the actual 
value of imports and keeping the 
balance in HK. Meanwhile Japan 
offered to help Saigon in the develop. 
ment of vehicular, aircraft, shipbui!d- 
ing, communication and munitions in- 
dustries in Vietnam. One leading bank 
in Japan negotiated with Vientiane for 
the establishment of a branch in Laos. 
A Japanese trade centre will be open- 
ed in Vienjiane; the buildings will cost 
Yen 20 million and will have a floor 
space of 5,400 square feet. The pro- 
ject has been jointly financed by 12 


Japanese firms with agencies in Laos. 
Towards the end of last week, Cam- 
bodia and South Vietnam agreed to re- 
sume trade relations and reopen their 
frontier; this ended a dispute which 
had lasted more than 8 years. 

Philippine Trade: In addition to 
sugar, mango, rice bran and salt, Manila 
added coconut oil onto the list of bar- 
ter exports. In her barter trade with 
Japan, the Philippines accumulated a 
favourable trade balance of US$109 
million during past 5 years ended 
April 1956. With Burma, the Philip- 
pines signed a barter agreement for the 
exchange of 20,000 metric tons of sugar 
for Burmese rice. To HK, Manila sent 
over 1,400 pkgs of mango in addition 
to Manila rope, and abaca. Imports 
of Philippine sugar slowed down. 


Exports tec US: HK custom-made 
suits and ladies’ dresses are attracting 
increasing number of orders from US. 
One local garment factory claimed 
that during past 6 months they shipped 
wearing apparel amounting to HK$2.8 
million to U.S. The traditional Chinese 
ladies’ dress ‘Chong-San’ is getting more 
popular there; orders for this type of 
hand-made, perfect-fitting dress some- 
times exceed US$12,000 per order. For 
these special consignments, PAA now 
provide special containers to insure 
satisfactory delivery. Exports of men’s 
suits to US average 3,500 pieces every 
month. HK provides best available 
British materials at very low prices as 
well as first class tailoring at charges 
far lower than those in US. Other ex- 
por:s shipped to US last week were 
rattan furnitures, torch light cases, 
enamelware, textile products, cotton 
waste, tea, chinaware, gloves, ladies 
embroidered shoes and_ slippers, toys 
and water chestnuts; all manufactured 
in HK. Chinese medicinal wine, pro- 
cessed shark fins and lemon sauce pro- 
duced here can now be sent to US if 
covered by comprehensive certificates 
of origin. 


Burma Trade: Rangoon earmarked 
10 million ‘kyat for civilian imports 
from Japan, India, Sterling areas and 
China. Orders reached here were 
chiefly for limited quantities of piece- 
goods, old newspaper, hurricane lan- 
tern, enamelware, and wheat flour. 
Defence Ministry there also invited 
tenders for the supply of cotton vests, 
mosquito nets, cotton and woollen 
blankets. In view of the buoyant 
beans market here, Rangoon sent 30 
tons of beans in addition to about 550 
tons of rice to HK. 


Qc:her Countries: Local rubber foot- 
wear factories cut export prices of their 
products when raw rubber price drop- 
ped but orders from UK slowed down 
because buyers there were expecting 
further decline in prices. UK. also 
ordered from here substantial quanti- 
ties of shirt, plastic ware and 
grey cloth. India is setting up a state 
trading corporation with a capital of 
10 million rupees to handle the im- 
port and export of specified commodi- 
ties. Over 1,000 tons of exports were 
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shipped from here to Okinawa during. 
the past fertnight consisting chiefly of 
structural steels, wheat flour, edible oil, 
hand-made garments, and toilet arti- 
cles. In addition to consignments of 
wool tops for transhipments to China 
and Taiwan, Australia sent here over 
2,000 tons of cargo last week; wheat 
flour, fruits, frozen meat, butter, and 
cheese constituted the majer portion of 
these shipments. In return, HK ex- 
ported to Australia 100 tons of wood- 
oil in drums plus vacuum bottles, 
bamboo screens, plastic toys, straw 
mats, rattan furnitures, piecegoods and 
towel. To Ceylon, local dealers ship- 
ped about 400 tons of garlic, textiles, 
enamelware and sundries. Imports of 
cotton yarns from Pakistan remained 
active, particularly the 20’s count yarn. 
Iran ordered from here about 100 tons 
of textiles, rayon products and enamel- 
ware. Italy bought from the local 
market limited quantities of turpen- 
tine, glass marbles, rattan and sea weed 
and shipped here 140 tons of potato, 
photographic films, asbestor sheets, in- 
dustrial chemicals, umbrella ribs, cheese, 
synthetic fibres, toys, textiles and can- 
ned food. West Germany remained in- 
terested in HK manufactured preserved 
ginger, rattan furnitures, rubber shoes, 
straw mats as well as in China pro- 
duce such as feathers, goat skin, rosin, 
cassia lignea and bamboo sticks. Im- 
ports from Bremen and Hamburg in- 
cluded steel plate, copper wire, plastic 
materials, radio sets, chemicals, textiles, 
and paper. HK manufactured rubber 
footwear and preserved ginger also 
enjeyed steady demand from Nether- 
lands; exports to Amsterdam and Rot- 
terdam also included cassia _lignea, 
rosin, bamboo stick and rayon yarns. 
Imports from Netherlands consisted 
mainly of cement. fertilizer, beer, steel 
plate and paper. There were also about 
500 tons of metals, industrial chemicals, 
dyestuffs and paper from Belgium last 
week. 

China Preduce: Demand for beans 
from Japan. Singapore and local food 
manufacturers remained strong but 
supply from China failed to improve. 
Local dealers who went to Canton with 
the hope of getting some supplies froim 
authorities there came back disappoint- 
ed. Prices therefore continued firm 
which discouraged buyers. Towards 
the end of last week, speculators liqui- 
dated part of their holdings when 
supplies reached here from Burma, 
Vietnam and the Philippines; further 
price advance was checked. Meanwhile, 
Ceylon sold 8,800 tons of soybeans for 
China to London (for delivery in Rot- 
terdam). Payment (about US$868,000) 
will be made in sterling and used to 
pay off the debt China owes Ceylon 
for rubber. Groundnut kernel also 
advanced on short supply from China; 
1,000 tons reached here but this con- 
signment was for transhipment to 
Canada. Short stock and advanced in- 
dent stimulated maize, castor seed, 
mustard seed, menthol crystal, bitter 
almond, raw silk, dried ginger feathers 
and garlic in the local market. Cassia 
lignea enjoyed steady demand from 
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Indonesia, Pakistan, Middle East, 
Netherlands, India and Africa but buy- 
ing offers were low. AnisSeed oil was 
purchased by Europe and enquired for 
by Australia; heavy supply and weak 
international market depressed price 
here. Woodoil remained firm; cost at 
$2,950 per long ton ex Kowloon rail- 
way station and exports at £197 per 
metric ton ¢ & f Japan (all in drums). 


Metals: Structural steels retained 
Strong local and export demand with 
prices further stimulated by increased 
cost of scrap iron and marked-up 
Japanese and European indents. Trad- 
ing, however, slowed down slightly 
because buyers were reluctant to meet 
the increase and manufacturers ex- 
perienced difficulty in getting enough 
raw materials. Demand for scrap iron 
was so strong that in US it jumped 
from $48 per ton in February to 
$55.50 which came to about $82 per ton 
cif Japan. In HK, scrap iron of first 
grade was difficult to obtain in large 
quantities even at HK$400 per ton. 
Factory items remained popular with 
local manufacturers. Galvanized iron 
sheet was further stimulated by in- 
creased Japanese indent. Shortage of 
black plate and its waste waste was 
relieved towards weekend when new 
supplies arrived from US; prices were 
firm. Trading on the whole was limit- 
ed either by low stock or high 
quotation; many transactions were 
a under negotiation towards week- 
end. 


Paper: Korea’s demand for news- 
print and woodfree continued strong 
while shortage of European and US 
goods remained. Cambodia absorbed 
newsprint and woodfree of Chinese 
and Japanese origins which also enjoy- 
ed steady local consumption. Prices 
were firm but did not register further 
gains because Korea bought direct from 
local paper importers and buying offers 
were low while demand from Cambodia 
and local printing press was balanced 
by new supplies from Japan and China. 
Peking which bought large quantities of 
M.G. ribbed kraft from Japan last week 
sent scme Chinese ribbed kraft here 
because local prices improved on in- 
creased Japanese indents. Transparent 
cellulose paper remained popular with 
Korea and local buyers; more supplies 
reached here from UK and Japan which 
prevented prices from advancing. The 
| steady demand provided by local con- 
' sumers and buyers from SE Asia for 
Chinese poster, strawboard, M.G. cap, 
newsprint, and flint encouraged dealers 
here to book more supplies from Can- 
ton. However, the supply of Chinese 
newsprint is also decreasing after re- 
cent heavy shipments to the local 
market. Dealers here are now offered 
European newsprint by authorities in 
Peking who ordered large quantities of 
this item from Europe last year. 


Pharmaceuticals: Chinese ordered 
from Japan and Europe through HK 
firms, 100 tons of aspirin powder, 4 
tons of sulfadiazine powder, 3 tons.of 


ascorbic acid powder and 100 tons of 
phenacetin powder. In the local mar- 
ket, demand from retailers and orders 
from SE Asia kept popular items 
steady: Singapore was interested in 
quinine powders, Thailand in aspirin 
powder, Cambodia in santonin crystal 
and local buyers in aspirin powder, 
sulfonamides, isoniazide powder and 
tablets, caffeine alkaloid and phenace- 
tin. it The volume of business was very 
small. 


Industrial Chemicals: There were 
more enquiries than orders from Korea, 
China, SE Asia, Taiwan and local 
buyers. Short stocked items such as 
rosin, zine oxide, boric acid and sodium 
bicarbonate scored slight gains. Shel- 
lac registered not only strong demand 
from Korea, Taiwan and local manu- 
facturers, but also impressive gains 
when Indian indents advanced. Gum 
arabic was bought by Korea and en- 
quired for by Taiwan and Vietnam but 
low buying offers curtailed the volume 


of business and prevented gains. Lin- 
Seed oil and chlorate of potash also 
impreved on marked up indents. Prices 


of other popular items remained steady 
throughout the week. 


Rice: Over 2,000 tons of rice (all 
grades) arrived from Thailand; prices 
first improved on increased Thai in- 
dents but eased slightly towards week- 
end, when quotations in Thailand 
ceased to advance. Chinese rice re- 
mained firm on low stock and steady 
local demand while Burmese products 
were kept steady by the buoyant senti- 
ment. — 


Wheat Flour: HK manufactured 
wheat flour enjoyed increasing demand 
from Singapore, Thailand and East 
Africa. Imported wheat flours re- 
tained steady local demand. Prices 
were steady. 


Sugar: Dealers here could not book 
any more sugar from Taiwan which 
had already sold to Japan about 200,000 
tons of sugar this year. However, to- 
wards the end of last week, about 900 
tons of sugar arrived from Taiwan 
covered by previous orders which had 
fallen into the hands of local spéculators 
who in turn were anxious to sell out; 
price eased slightly but when Japan 
and Korea enquired for 500 tons of 
Taiwan sugar, price continued to ad- 
vance. Optimism prevailed keeping 
prices of French, Philippine, and local 
products firm. 


Cotton Yarns: Hongkong yarns of 
20’s count remained sluggish due _ to 
keen competition from Pakistan pro- 
ducts; local fine yarns, however, en- 
joyed steady demand from _ weaving 
and knitting factories. Pakistan 20’s 
advanced about $35 per bale from pre- 
vious week’s indents but prices here 
failed to pick up due to the recent 
heavy arrival and slowed down demand 
from Vietnam and local factories. The 
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market was not as active as during 
the previous week partly because of the 
cut in demand from local weavers who 
had to curtail production on account 
of the limited supply of water. Mean- 
while, local spinning mills were nego- 
tiating with Indonesian authorities for 
the processing of US cotton for Indo- 
nesia; the order will amount to US$3.5 
million. 


Cotten Piece Goods: Japanese 
white shirting and ‘grey sheeting regis- 
tered sales to Vietnam and local gar- 
ment factories; prices improved on 
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advanced indents. Chinese cloth and 
indian grey sheeting also enjoyed limit- 
ed demand from Vietnam; prices were 
steady. HK grey cloth reported very 
little local business. HK manufactured 
printed cloth was favoured by Indo- 
nesia and the Philippines; local pro- 
ducts are cheaper than those imported 
from Japan. 


Cement: In addition to steady local 
consumpwuion, cement of Japanese anu 
Chinese origins retaineu strong uemanu 
110m VCamoodia and INOrtn Borneo. 
Kxports Lo Okinawa, Korea, Vie.nam 
ana several otner countries 1n SH Asia 
declined recenuly as a result Of tne 
qagizect purchase ot this ltem made by 


these countries trom Japan. frrice Or 
Japanese cement in the iocal market 
remained weak under heavy supply 


and keen competition from Chinese 


products, 


Sundries: Woollen blankets regis- 
tered keen demand from Cambodia 
ana thailand tor Chinese and Japanese 
prouucts. Used gunny bags were pur- 
coased by ‘lnalland. SE Asia also pro- 
vided steady demand for cigarette 
hgnters, fimt, zip fastener and nail 
cup. 


JAPAN’S EXPORTS IN 


FISCAL 1955 


A new postwar export record was 
set in the 1955-56 fiscal year (from 
April 1, 1955 to March 31, 1956) as 
Japanese goods valued at $2,125,594,- 
000 were sent abroad. This represent- 
ed a sizeable increase of 24.5 per cent 
over the $1,707,105,000 exported in 
the 1954-55 fiscal year. A tremendous 
increase of 46.6 per cent was marked 
in exports to the dollar area, reflecting 
the prosperous conditions in the United 
States last year. Exports to the ster- 
ling area were also favorable, but a de- 
cline was noted in the trade with the 
open accounts area. As for the items 
sold, the increase in the sale of cotton 
gceods was especially noticeable. Large 
amounts of steel products were sold 
to Argentina and India. Among ma- 
chinery exported was the increase in 
the. sale of ships to 59 last year. The 
United States was Japan’s best cus- 
tomer, followed by Hongkong and 
Argentina. 


Certified Value of Exports by Currency 
Payments 


Compared with 


Currency 1955 Previous Year 
Dollar 865,903,000 46.6% increase 
Pound 799,415,000 29.0% 

Open Account 460,276,000 1.3% decrease 


Ranking of Countries by Value Exported 


1 United States .....eeee $492,533,000 
g Hongkone © go. a). eens aa 116,545,000 
8. Argentina” hina accra. 89,509,000 
4 ADGA? | Vagatssinsaeee ee os 78,694,000 
5. Britain 67,782,000 
6. Indonesia 67,337,000 
y¢ Singapore 62,773,000 
8. Taiwan 62,000,000 
9. Canada 52,440,000 
10. Okinawa 51,915,000 
Goods Exported According to Value 
1. Cotton goods .....++-++ $373,047,000 
2. Steel products ........+: 309,540,000 
3. Machinery ..-.....<..." 300,201,000 
4. Synthetic fibers .......- 243,083,000 
5. Foods and beverages 151,455,000 
6. Sundries. ......seveeeees 133,155,000 
7. Chemital products” ..... 92,379,000 
8. Lumber and wood products 84,774,000 
9. Wool products ......-« 74,578,000 
10. Non ferrous metals 71,735,006 


HONGKONG COMPANY 
INCORPORATIONS 


The following new private com- 
panies were incorporated in Hongkong 
during the fortnight ended May 5, 


1956 :-— 


New Territories Investment Com- 
pany, Limited: Nominal Capital, HK$1 
million; Registered Office, 225 Prince’s 
Building, Hongkong; Subscribers—Kui 
Hoa San, 30 Bonham Strand, Hong- 
kong, Merchant; T.0. Wong, 3 Kote- 
wall Road, Hongkong, Merchant; E. H. 
Tan, 32 Braga Circuit, Kowloon, 
Banker; Chen Mo Hua, 39 Kin Wah 
Street, Hongkong, Merchant; Mar 
Kwong, 994 King’s Road, top floor, 
Hongkong, Merchant; C. W. Chuang, 
29 Des Voeux Road West, Ist floor, 
Hongkong, Merchant; Chin Hong 
Shing, 146 Wing Lok Street West, 
Hongkeng, Merchant; T. W. Lau, 8 
Queen’s Road Central, Hongkong, 
Merchant; S. C. Cheng, 46 Yun Ping 
Road, ist floor, Hongkong, Dactor. 


Wilson and Lewis Corporation Limit- 
ed: Exporters and importers; No- 
minal Capital, $200,000; Subscribers— 
Jeanne Ma, 3 Chung Aa Terrace, King’s 
Road, Hongkong, Merchant; Wilson 
Chen, 114 Tsat Tse Mui Road, 1st floor, 
Hongkong, Merchant; Lewis Lam, 114 
Tsat Tse Mui Road, ist floor, Hong- 
kong, Merchant. 


Yee Woo Loong Rice Trading Com- 


pany Limited: Nominal Capital, $1 
million; Registered Office, 58 Con- 
naught Road West, Hongkong; Sub- 


scribers—Yeung Wing Tak, 35 Blue 
Pool Road, 2nd floor, Hongkong, Mer- 
chant; Yeung Wing Chung, 5 Kai Yuen 
retrace, 2nd floor, Hongkong, Mer- 
chant. 


FAR EASTERN 


EcoNOMIC REVIEW 


Lung Chi Restaurant Limited: 
Nominal Capital, $100,000; Regis- 
tercd Office, 377 Prince Edward Road, 
Kowloon; Subscribers—Fok Hin Chiu, 
Vantage House, 43 Miles, Taipo Road, 
Kowloon, Merchant; Chok Kang Sing, 
49 Fuk Lo Tsun Road, 2nd floor, Kow- 
loon, Merchant. 


Italasiatica (Societa’ per il Com- 
mercio Itale-Asiatico) Hongkong 
Limited: Importers and exporters; No- 


minal Capital, $100,000; Subscribers— 
Tzu-Shuh Wen, 1 Chun Fai Terrace, 
1st floor, Tai Hang Road, Hongkong, 
Merchant; Yee-May Chu, 1 Chun Fai 
Terrace, 1st floor, Tai Hang -Road, 
Hongkong, Married Woman; Umberto 
de Bedin, 377 Castle Peak Road, Kow- 
loon, Merchant. 


The Plastic Manufacturing Corpora- 
tion Limited: Nominal Capital, $120,- 
000; Registered Office, Messrs. Brutton 
& Co., Windsor House, Hongkong; 
Subscribers—Kan Man Sun, _ 100 
Queen’s Road West, 2nd floor, Hong- 
kong, Merchant; F. D. Gardeur, 62 
miles, Taipo Road, Shatin, New Terri- 
tories, Merchant. 


‘Pearl Investment Managers Limited: 
Nominal Capital, $1 million; Registered 
Office, 1301 Wing On Life Assurance 
Building, Hongkong; Subscribers—H. J. 
Armstrong, 561 The Peak, Hongkong, 
Solicitor; R. A. Wadeson, 7 Aigburth 
Hall, May Road, Hongkong, Solicitor. 


Hongkong Express Company Limited: 
Transportation agents; Nominal Capi- 
tal, $100,000; Registered Office, Inland 
Lot No. 469, East Point, Hongkong; 
Subscribers—Li Wai Tsam, 32 Conduit 
Road, top fioor, Hongkong, Spinster; 
Claudio Lizola Rocha; 5B Chancery 
Lane, 2nd floor, Hongkong, Merchant; 
Hong-shi Lee, 79 Taipo Road, 2nd 
floor, Kowloon, Merchant. 


Radhi’s Emporium Limited: Nominal 
Capital, $2 million; Registered Office, 
14A Hankow Road, Kowloon; Sub- 
scribers—J. G. Sakhrani, 8 ‘Cameron 
Road, 3rd floor, Kowloon, Merchant; 
K. G. Sakhrani, 8 Cameron Road, 3rd 
flocr, Kowloon, Merchant; T. G. 
Sakhrani, 8 Cameron Road, 8rd floor, 
Kowloon, Merchant; T. G. Sakhrani, 8 
Cameron Road, 3rd_ floor, Kowloon, 
Merchant; B. G. Sakhrani, 8 Cameron 
Road, 3rd floor, Kowloon, Merchant. 


Wing Ming Coal Company, Limited: 
Nominal Capital, $200,000; Registered 
Office, 243 Queen’s Road Central, 1st 
floor, Hongkong; Subscribers—Ho Man 
Chung, 23 Fung Fai Terrace, ground 
floor, Hongkong, Merchant; Pong Chi 
Yute, 166 Java Street, 2nd floor, Hong- 
kong, Merchant. 


